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The Estimates Documents 
Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I— The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 


achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


OHer Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2009. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and US.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/54-2009 
ISBN 978-0-660-64338-0 
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Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR 1s credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which is structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 is available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www.tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which is also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance, and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 


prad-drrp@tbs-sct.gc.ca. 
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Message from the President and CEO 


This past year was particularly busy for the National Round Table on the Environment 
and the Economy (NRTEE or Round Table). The agency released four major reports 
related to its work and held extensive research and consultation meetings across the 
country on various issues. We also marked our 20th anniversary in 2008 with a unique 
forum called Securing Canada’s Future in a Climate-Changing World. It consisted of 
three roundtable sessions with Canadian leaders in sustainability discussing Canada’s 
environmental and economic security as seen through the lenses of Canada’s ecosystems, 
energy economy, and Arctic environment. The resulting report, Climate Forward: A Next 
Step Policy Agenda for Canada, was published in June 2009. 


The NRTEE continued its focus and research on the critical issue of climate change, 
addressing it from a number of perspectives. In early 2009, the NRTEE released Geared 
for Change: Energy Efficiency in Canada’s Commercial Building Sector, a collaborative 
report with Sustainable Development and Technologies Canada (SDTC). This joint report 
set out a policy pathway and recommendations to overcome barriers to technology 
deployment that would improve the energy efficiency of commercial buildings and cut 
greenhouse gas (GHG) emissions. 


Throughout 2008 and the winter of 2009 the NRTEE conducted original research and 
held national and regional stakeholder consultations on how carbon pricing can help 
Canada meet the federal government’s GHG emission reduction targets for 2020 and 
2050. The results were published in April 2009 as Achieving 2050: A Carbon Pricing 
Policy for Canada, which recommended an economy-wide cap-and-trade system to meet 
environmental targets at least economic cost. 


The NRTEE fulfilled its obligations under the Kyoto Protocol Implementation Act 
(KPIA), to undertake a review and assessment of the government’s 2008 KPIA Action 
Plan. A companion report, Greenhouse Gas Emissions Forecasting: Learning from 
International Best Practices, was released to provide additional guidance to policy 
makers. 


In the summer of 2008 we released an advisory note to the Minister of the Environment 
entitled Developing Ambient Air Quality Objectives for Canada. The note completed the 
NRTEE’s work in response to the Government of Canada’s request for advice on long- 
term climate change and clean air strategies for Canada. 


The NRTEE commenced initial research and scoping work on two major new programs it 
will be undertaking over the next fiscal year: Water Sustainability and the Future of 
Canada’s Natural Resource Sectors and Economic Risks and Opportunities of Climate 
Change for Canada. A major expert workshop on water was held in February 2009 with 
a summary report of proceedings made public. 


Feedback from an independent third party survey, conducted as part of the performance 


measurement process, confirmed the high quality, relevance, and usefulness of the work 
of the NRTEE. 
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The NRTEE’s website was redesigned to create a communications tool more useful and 
accessible to visitors, stakeholders, as well as NRTEE members. Our “single window” 
service approach to members continues to improve with a Members’ Corner site for 
planning and research. A stronger emphasis was placed on the electronic distribution of 
reports, with a resulting significant increase in publication downloads and cost 
efficiencies. 


Previously initiated internal organizational realignments were finalized, leading to a 
stronger capacity for policy and research, communications, and corporate services. 


Over two decades, the NRTEE has developed unique expertise that well positions it to 
provide a unique and needed contribution to Canadian sustainable development policy. 
By working closely with our many stakeholders, we will continue to provide useful, 
timely, and relevant research and policy advice to the federal government, 
parliamentarians, governments across Canada, and all Canadians. 


cals 9 Ge 


David McLaughlin 
NRTEE President and CEO 
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Section 1: Agency Overview 


1.1 Summary Information 
Raison d’Etre and Responsibilities 


The raison d’étre, or purpose, of the National Round Table on the Environment and the 
Economy (NRTEE or Round Table) is to play the role of catalyst in identifying, 
explaining, and promoting, in all sectors of Canadian society and in all regions of 
Canada, principles and practices of sustainable development. 


The NRTEE interprets this broad mandate through a strategic focus on issues of national 
interest at the intersection of the environment and the economy. It examines the 
environmental and economic implications of priority issues and offers independent 
advice on how to address them. 


Through its work, the NRTEE strives to influence policy development and decisions on 
issues pertaining to the environment and the economy. These promote economic 
prosperity for all Canadians while striving to preserve the environment for current and 
future generations. 


Legislative Purpose 


(a) undertaking research and gathering information and analyses on critical issues of 
sustainable development; 


(b) advising governments on ways of integrating environmental and economic 
considerations into their decision-making processes and on global issues of 
sustainable development; 


(c) advising those sectors and regions on ways of incorporating principles and 
practices of sustainable development into their activities; 


(d) promoting the understanding and increasing public awareness of the cultural, 
social, economic, and policy changes required to attain sustainable development; 
and 


(e) facilitating and assisting cooperative efforts in Canada to overcome barriers to the 
attainment of sustainable development. 


National Round Table on the Environment and the Economy Act, Section 4 


Created in 1988 by the Prime Minister, the NRTEE is an independent national advisory 
body reporting to the federal government and Parliament through the Minister of the 
Environment (see Figure | for the agency’s internal organization and relationship to the 
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federal government). The Round Table had its status formalized in a 1993 Act of 
Parliament, Bill C-72, An Act to establish the National Round Table on the Environment 


and the Economy (NRTEE Act). 


The NRTEE is a departmental corporation (Financial Administration Act, Schedule I). 


The work of the NRTEE is directed by the Round Table members drawing on their 
expertise and insight. The members are part-time Governor-in-Council appointees. They 
represent different regions of Canada and are distinguished leaders from business, labour, 
universities, public service, and environmental organizations. A complete list of the 
NRTEE’s members can be found in section 4.2. 


The Round Table normally meets four times each year in plenary sessions where 
members discuss priorities and review and approve the work of the Secretariat. A 
Secretariat in Ottawa, headed by a President and CEO, supports the members. In this 
context, the Secretariat provides program management, policy and research analysis, 
communications, and administrative services to the NRTEE members. 


General information about the NRTEE and its membership can be found on the agency’s 
website at www.nrtee-trnee.ca 


Figure 1: NRTEE internal organization and relationship to the federal government 
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1.2 Strategic Outcome 


As approved by the Treasury Board of Canada Secretariat (TBS) in June 2007, the 
NRTEE has a single Strategic Outcome and a single program activity, which the NRTEE 
strives to achieve in the effective pursuit of its mandate. It is as follows: 


Federal policy development and decisions in other key sectors are influenced by advice 
on sustainable development issues pertaining to the environment and the economy. 


Program Activity Architecture (PAA) 


Figure 2 illustrates the NRTEE’s framework for its program activity, contributing toward 
the Agency’s single Strategic Outcome. 


Figure 2: Program Activity Architecture (PAA) — National Round Table on the 
Environment and the Economy 


Strategic Federal policy development and decisions in other key sectors are 
Outcome influenced by advice on sustainable development issues pertaining to 
the environment and the economy. 


Program Advisory Program on environment and economy issues 
Activity 


1.3 Performance Summary 


Financial Resources 


Table 1: Financial Resources Summary, 2008-2009 
($ thousands) 


Actual 
Spending 


Total 
Authorities 


Planned 
Spending 


5,154.0 


Human Resources 


Table 2: Human Resources Summary, 2008-2009 
(FTEs) 


Planned Difference 
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Planning Summary 


Table 3: Planning Summary, 2008-2009 

($ thousands) th 
Strategic Outcome: Federal policy development on environment and economy issues 
and decisions in other key sectors are influenced by NRTEE advice on selected issues se 
2008-09 Performance: 


Stakeholder feedback indicates NRTEE 
research to be generally high quality, timely, 
relevant and useful, which supports the 
Strategic Outcome 


Performance Indicators: 


The extent to which NRTEE’s advice is 
considered in federal policy decisions and its 
research results are used in developing policy 
recommendations 


2008-09 Alignment to 

Actual Government 
Program Spending Main Planned Total Actual of Canada 
Activity 2007-08 Estimates | Spending | Authorities | Spending Outcomes 
Advisory 4,857.7 5,154.0 5,154.0 Sogo.2 5,051.6 Strong 
program on economic 
environment growth 
and 
economy 
issues 


1.4 Contribution of Priorities to Strategic Outcome 


Table 4 illustrates the contribution of the NRTEE to its two key areas of priority as 
identified in the NRTEE’s 2008-2009 Report on Plans and Priorities (one operational and 
one management) toward its single Strategic Outcome. 


Table 4: Contribution of Organizational Priorities toward Strategic Outcome, 2008-2009 


L 


Priority 1: Operational Priorities 


Type 


Produce and promote advice to 
decision makers on environment and 
economy issues 


Priority 2: Management Priorities 


Apply sound management practices 
in operations 


Ongoing 


Type 


Ongoing 


Status 


Comment 


Operational priorities were 
achieved in 2008-09 with minor 
exceptions. For specific details 
achievements, see section 2.2 


Management priorities were 
achieved in 2008-09 with minor 
exceptions. For specific details on 
achievements, see section 2.2 
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1.5 Risk Analysis 
Context 


Issues and risks to be examined by the NRTEE are identified through an internal 
screening and scoping process, in which the final decisions reflect current political, 
environmental, or economic priorities, and members’ combined interests. The NRTEE 
has adopted an approach to its work that effectively balances stakeholder consultation 
with a reliance on members’ expertise and advice, and in-house research analysis 
capacities. 


Risk Factors 


The NRTEE strives to influence the government’s approach to important sustainable 
development issues. To accomplish this, the NRTEE must produce and promote relevant, 
neutral, and credible advice in a timely manner. Its ability to do so is affected by both 
external and internal factors. 


Changes in operating environment have been, and will continue to be, a challenge for a 
small agency such as the NRTEE. The agency expects to experience continuing pressures 
to adapt and respond over the next few years, but despite these challenges, the NRTEE 
remains firmly focused on providing timely advice that is credible, balanced, and 
relevant. Key risk factors are discussed below. 


e The emergence of the environment—and climate change in particular—as a key 
priority for Canadians has put the Round Table firmly in the spotlight due to the focus 
of its current work. This created both an opportunity and a risk. In 2008-2009, the 
focus of the NRTEE’s research and analysis and resulting policy advice was on this 
critical issue. This topic remains controversial in many circles, being the subject of 
policy debates both in Canada and internationally. In order to be credible in this 
situation, the NRTEE needs to achieve a balance between generating advice that is 
relevant and useful to the government in the short term, and yet is also relevant for 
the future. The NRTEE understands this complex environment well and manages the 
associated risks by producing advice that is fact-based, objective, and sound, and by 
consulting on an ongoing basis with its stakeholders both inside and outside 
government. Its communications strategy is also crafted to address this challenge. 


e The timing of the appointment of new members to the Round Table has, in the past, 
posed challenges for the NRTEE in terms of ensuring continuity for its work. In 
2008-2009, no new members were appointed; thus the composition of the NRTEE’s 
members remained stable. Through broad consultation with stakeholders during this 
period, the NRTEE continued to ensure that representation from all sectors and all 
regions of the country was reflected in its work. 


e Small agencies such as the NRTEE are often vulnerable to employee turnover. 
Internally, the NRTEE faced particular challenges in 2008-2009 due to the departure 
of some senior staff in its policy, communications, and operations units. The 
vacancies created by these departures were quickly and adequately filled through 
internal promotions and other short-term arrangements. Through continual 
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operational efficiencies and adequate planning, the NRTEE has continued to succeed 


in delivering on its stated priorities. 


1.6 Expenditure Profile 


In 2008-2009, the Round Table’s spending was $5.052 million. In this period, there were 
no transfer payment programs or significant shifts in statutory spending. 


1.7 Voted and Statutory Items 


Table 5 illustrates the way in which Parliament approved the NRTEE’s resources, and 
shows the changes in resources derived from Supplementary Estimates and other 


authorities, as well as how funds were spent. 


Table 5: Voted and Statutory Items 
($ thousands) 


Vote #or 


Spending | Spending 
2006-07 2007-08 


Actual 


Actual 
Spending 


Main 
Estimates 


Statutory Truncated Vote or 
Item (S) Statutory Wording 
20 O 


perating expenditures 4,240.0 AOL awe 4,723.0 4,695.6 
(S) Contributions to employee 294.3 - 339.1 411.0 356.0 
benefit plans 
‘it: P ae — = 
(S) Expenditures pursuant to 0.9 0.9 20.0 0 
Paragraph 29.1 (1) of the 
Financial Administration Act 
Total 4,535.2| 4,857.7 5,154.0 5,051.6 | 
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Section 2: Analysis of Program Activity by Strategic 
Outcome 


2.1 NRTEE Strategic Outcome 


As previously outlined in section 1.2, the NRTEE has a single Strategic Outcome as 
approved by the Treasury Board of Canada Secretariat (TBS). It is as follows: 


Federal policy development and decisions in other key sectors are influenced by advice 
on sustainable development issues pertaining to the environment and the economy 


The key indicator of the NRTEE’s overall performance against its Strategic Outcome is 
the extent to which NRTEE’s advice is considered in federal policy decisions and its 
research results are used in the development of policy recommendations. 


The Program Activity that pertains to this Strategic Outcome is: 


Advisory Program on environment and economy issues 


The NRTEE’s approach to achieving its Strategic Outcome consists of producing and 
promoting its policy advice, and, in all aspects of its work, applying sound management 
practices. The NRTEE’s goal 1s to increase the understanding of decision makers about 
challenges and opportunities at the interface of the environment and the economy, and to 
inform the debate on those questions. 


The NRTEE is in the unique position of being an independent policy advisory agency 
that advises the federal government on sustainable development solutions. It raises 
awareness among Canadians and their governments about the challenges of sustainable 
development by advocating for positive change and strives to promote credible and 
impartial policy solutions that are in the best interest of all Canadians. 


During 2008-2009, the NRTEE engaged federal departments, agencies, and key national, 
provincial, and territorial stakeholders in our research and ideas generation. Throughout 
the course of its work, the NRTEE has continued to suggest ways to make environmental 
and economic concerns a central plank of the government’s decision-making processes 
and encourage the adoption of its recommendations. 
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The NRTEE Performance Measurement Framework 


The performance measurement framework, presented in Figure 3, identifies the 
performance indicators for the single Strategic Outcome and each result and output 
contributing to this outcome. 


Figure 3: NRTEE Performance Measurement Framework 


Federal policy development on environment and economy issues, and decisions 
in other key sectors, is influenced by National Round Table on the Environment 


STRATEGIC and the Economy advice on selected issues 
OUTCOME ¢ Extent to which NRTEE advice is considered in policy decisions by federal decision- 
makers 
Increased awareness and understanding 
« Level of awareness and understanding by federal decision-makers 
of NRTEE advice on selected issues 
RESULTS 


+ Level of awareness and understanding by national stakeholders of 
NRTEE advice on selected issues 


A 


Useful recommendations and advice Effective communication of recommendations 
¢ Usefulness of policy advice and recommendations ¢ Quality and reach of external communications 


High quality research and 
OUTPUTS consultations 
* Quality of policy research 
+ Effectiveness of stakeholder 
consultations 


Sound management 
+ Efficiency of program delivery 
+ High quality personnel 


2.2 Program Activity Summary 


The summary that follows reflects the three core areas of NRTEE activity: Produce 
Advice, Promote Advice, and Apply Sound Management Practices. 


The expected results for each of these three core activities, outlined below, are in 


accordance with the NRTEE’s Performance Measurement Framework, as illustrated in 
Figure 3. 


Produce Advice 


Producing advice entails conducting original research, convening experts and 
stakeholders to ensure balance and credibility. The research analyzes the environmental 
and economic facts and trends underlying each issue. The resulting policy 
recommendations are reviewed and approved by NRTEE members. The culmination of 
this effort is a report that presents the findings, analysis, and recommendations from the 
research and consultation process and the consensus of members. 
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Expected Results and Outputs (as illustrated in Figure 3: NRTEE Performance 
Measurement Framework) 

e Usefulness of policy advice and recommendations 

e Quality of policy research 

e Effectiveness of stakeholder consultations 


(a) Generate Policy Advice 


In 2008-2009, the NRTEE successfully undertook a variety of activities through a range 
of targeted initiatives to achieve its expected results. 


Developing Ambient Air Quality Objectives for Canada: This advisory note released 
in June 2008 completed the NRTEE’s work in response to the Government of 
Canada’s request for advice on long-term climate change and clean air strategies for 
Canada, as set out in the government’s Regulatory Framework for Air Emissions 
(April 2007). 


Greenhouse Gas Emissions Forecasting: Learning from International Best Practices: 
In this publication released in 2008, the NRTEE offered lessons on how Canada can 
continue to improve its approach to emissions forecasting. The report examined how 
other countries approach similar forecasting challenges to those faced by the federal 
government. 


20th Anniversary Forum entitled Securing Canada’s Future in a Climate-Changing 
World: On October 30, 2008, the NRTEE commemorated its twentieth anniversary by 
holding a forum to discuss Canada’s next steps climate policy agenda. The forum 
gave over 100 leading Canadians a chance to discuss how climate change would 
affect Canada’s ecosystems, energy economy, and Arctic environment. A report 
setting out what was heard at the forum and offering observations from the NRTEE 
for Canada’s next steps climate policy agenda, called Climate Forward, was released 
in the next fiscal year. 


Geared for Change: Energy Efficiency in Canada’s Commercial Building Sector: The 
NRTEE worked collaboratively with Sustainable Development Technology Canada 
(SDTC) to develop a policy pathway to help maximize the use of existing, 
technologies to reduce energy use and GHG emissions. The report represented a 
major step in addressing the realities facing the commercial building sector in Canada 
as it moves to address challenges like emissions and energy consumption. 


Carbon pricing: Over 2008 and the winter of 2009 the NRTEE conducted 
groundbreaking research into the ways in which Canada can meet the government’s 
goals for greenhouse gas (GHG) reduction targets, for 2020 and 2050. The results 
were published in April 2009 as Achieving 2050: A Carbon Pricing Policy for 
Canada, which recommended an economy-wide cap-and-trade system to meet our 
environmental targets at least economic cost. 


In 2008-2009, the NRTEE did not meet its proposed deadline for completion of its report 
Adaptation of Northern Infrastructure to Climate Change. There were unanticipated 
challenges in bringing together a range of research findings into a cohesive report that 
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met both stakeholders’ and NRTEE members’ expectations. Work on this important issue 
has continued and the report is expected to be released in the fall of 2009. 


In 2008-2009, the NRTEE commenced research and scoping work on two new major 
multi-year policy research areas: Economic Risks and Opportunities of Climate Change 
for Canada, and Water Sustainability and the Future of Canada’s Natural Resource 
Sectors. 


More information about each of these specific initiatives and related reports available for 
download can be found on the NRTEE website at www.nrtee-trnee.ca. 


(b) Comply with Bill C-288 


In July 2008, the NRTEE complied with its legislated responsibilities under the Kyoto 
Protocol Implementation Act (KPIA). This was the NRTEE’s second response to its 
obligations under KPIA. 


The NRTEE response may be found at http://www.nrtee-trnee.ca/eng/publications/KPIA- 
2008/kpia-2008.pdf. 


(c) Respond to Government References 


In 2008-2009 the NRTEE was not called upon to respond to any government research 
requests. 


(d) Establish a Strategic Outlook Function 


Progress was made toward the planned establishment of a strategic outlook function. 
However, due to competing pressures, this has yet to be fully implemented and will be 
pursued in 2009-2010. 


Promote Advice 


On completion of an activity, the agency promotes its findings and advice through a 
variety of communications channels to reach targeted decision makers and opinion 
leaders across the country. This step is crucial for raising awareness and understanding 
and for influencing policy development. The NRTEE maintains and updates networks of 
selected individuals and stakeholder groups as a starting point for these activities. 


Expected Results and Outputs (as illustrated in Figure 3: NRTEE Performance 
Measurement Framework) 
e Quality and reach of external communications 


e Level of awareness and understanding by federal decision-makers and national 
stakeholders of NRTEE advice on selected issues 


(a) Maintain Program and Corporate Communications Activities 


Based on the performance data collected for 2008-2009, the NRTEE was successful in 
achieving its expected results for the fiscal year. 
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Despite its limited resources the NRTEE increased its overall communications profile 
and activities, supporting the release of the Round Table’s reports, revamping the website 
with a new look and improved functionality, and communicating advice regularly and 
directly with stakeholders. 


The 20th Anniversary Forum was a major public event for the Round Table in the fall of 
2008. The NRTEE communications section brought both media and public attention to 
the proceedings. This included full taped coverage from CPAC, allowing a wide audience 
across Canada to see the proceedings that were also made available on the NRTEE 
website. 


(b) Improve Strategic Communications 


Media relations are a key aspect of the work of the NRTEE communications team. In 
2008-2009 the Round Table achieved significant presence in national and regional media 
both from a general corporate perspective (eight-fold from the prior year — see Table 6 
for more details) and in support of its various reports, especially the 20th Anniversary 
Forum and Achieving 2050. 


Table 6: Media coverage of NRTEE policy research (2008-2009) 


Number of 
Media 
References 


Program or 
Publication 


Media Sources 


20th Anniversary 
Forum: Securing 
Canada’s Future in 
a Climate- 
Changing World 


Canadian Press (8 mentions), SRC (Radio-Canada) “Le monde 
selon Mathieu,” Canada News Wire “Media Day Book,” Le Journal 
de Montréal, SRC-Télévision, CanWest, CBC Radio “The House,” 
CFRA News Talk Radio, New Brunswick Telegraph-Journal, 
Ottawa Citizen, SRC (Radio-Canada) Sudbury “Le train du matin,” 
SRC (Radio-Canada) Edmonton “Le café show,” OKalaKatiget 
Radio Labrador, Environmental Dimensions News Report, BNA, 
CPAC, Environment Canada website, Le Soleil 


Geared for 1130 News Vancouver, Canada.com, CMHC Newsletter February 


Change: Energy Issue, CNW, Canadian Press, Edmonton Journal, Green Business 
Efficiency in News, Le Soleil, Ottawa Citizen, The Gazette (Montréal), Le 
Canada’s Journal de Montréal, SRC (Radio-Canada) Calgary, SRC (Radio- 
Commercial Canada) “Ontario aujourd’hui,” SRC (Radio-Canada) 


Building Sector 
NRTEE Corporate 


“Maisonneuve en direct,” EcoLog News, CBC Radio “The House” 


163 


(up from 22 in 
2007-08) 


Vancouver Sun, Canadian Press, Ottawa Citizen, La Presse, 
Calgary Sun, Whitehorse Daily Star, Kingston Whig-Standard, 
Edmonton Journal, Toronto Sun, The London Free Press, Ottawa 
Sun, Winnipeg Sun, Red Deer Advocate, The Globe and Mail, 
Waterloo Region Record, New Brunswick Telegraph-Journal, 
Chronicle Herald, Le Soleil, The Gazette, Times & Transcript, 
Winnipeg Free Press, Le Devoir, The Telegram, Toronto Star, Le 
Journal de Montréal, Daily Gleaner, L’Acadie Nouvelle, The 
Guardian, Edmonton Sun, The StarPhoenix, National Post, 
Calgary Herald, Times Colonist, La Voix de l'Est, Le Nouvelliste 


(Mentions of the 
NRTEE and/or its 
members — not 
related to policy 
programs) 
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A significant factor in this success was the focus NRTEE communications has placed on the 
Round Table’s website. The site was redesigned to create a tool that would be easier for 
stakeholders to navigate and find information by focusing on delivering targeted, 
relevant, and important information that is updated regularly. The website has continued 
to develop and improve in response to stakeholders’ needs. 


In conjunction with the redesign of the website, the NRTEE acted to make electronic 
access to its reports easier. Electronic distribution of reports has many advantages over 
traditional printing, saving costs and using less paper. It also makes it possible for the 
NRTEE to communicate its work immediately to its stakeholders. The most requested 
NRTEE documents in 2008-2009 were Getting to 2050: Canada’s Transition to a Low- 
emission Future (4275 downloads — April 2008 to March 2009), Geared for Change: 
Energy Efficiency in Canada’s Commercial Building Sector (2006 downloads — January 
to March 2009) and materials for the 20th Anniversary Forum (3068 Forum Guides and 
2451 Forum Commentaries downloaded — October 2008 to March 2009). This trend 
toward e-publishing continues with the advisory report Achieving 2050: A Carbon 
Pricing Policy for Canada, which has been downloaded over 17,000 times in the four- 
month period following its release on April 16, 2009. The 120 page technical background 
report in support of Achieving 2050 was downloaded over 10,000 times. 


In direct response to feedback from stakeholders in 2007-2008 the NRTEE undertook 
concrete steps to raise its presence and profile in Quebec in 2008-2009. A network of 
approximately 15 key stakeholders (from industry, non-governmental organizations, and 
academia) operating in Quebec was created and met to discuss NRTEE’s initiatives. The 
NRTEE will continue to proactively engage this network in 2009-2010. 


(c) Pursue Collaborative Arrangements with Other Organizations 


In 2008-2009, the NRTEE entered into a collaborative and cost-shared arrangement with 
Sustainable Development Technology Canada (SDTC) to produce and disseminate its 
work on energy efficiency in commercial buildings. This extended the NRTEE’s reach 
and effectiveness by providing additional resources and access to a wider network of 
stakeholders. 


Regional stakeholders were engaged in the outreach elements of program delivery to 
further raise and extend the profile and effectiveness of the NRTEE’s work. 


Regional consultation sessions on the NRTEE’s carbon pricing research were held in the 
fall of 2008. Following the release of the Geared for Change report on energy efficiency 
in the commercial building sector, partnered sessions with local and regional stakeholders 
were also held to promote the report and its findings. 


Apply Sound Management Practices 


With limited staff and a small budget, the agency takes seriously its responsibility to 
ensure that the stewardship of its financial and human resources is effective and aligned 
with government-wide initiatives. 
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Expected Results and Outputs (as illustrated | in Figure 3: NRTEE Performance 
Measurement Framework) 


e Effective stewardship of NRTEE financial and human resources 
e Efficiency of program delivery 
e High quality personnel 


The key focus in 2008-2009 was the implementation of internal organizational changes 
to better position the NRTEE in terms of increased policy capacity and focus. Clear 
alignment of responsibilities and accountability of staff and positions occurred. Risk 
assessment and management continues to be done on a relatively informal basis, 
something the small size of the agency enables. 


Another enhancement that the NRTEE introduced in 2008-2009 was the members-only 
secure website called Members’ Corner. Accessible through the NRTEE’s public 
website, the members-only website provides NRTEE members with direct access to 
specialized information so they may carry out their work more effectively and efficiently. 


In 2008-2009 the NRTEE had no significant findings to address from audits or 
evaluations; all were deemed as satisfactory, meeting necessary requirements. 


The NRTEE commenced work on establishing its own carbon footprint inventory and 
baseline in anticipation of a move toward future GHG reductions in its operations. 


2.3 Summary of Performance by Indicator 


Table 7 illustrates the results achieved by the NRTEE in relation to its Program Activity, 
as well as highlights of its performance, according to the indicators specified in the 
Performance Measurement Framework. Results are based on independent survey 
feedback (see section 2.4), internal reviews, and assessments. 


Table 7: Summary of Performance Results by Indicator 


Produce Advice 


Met all 


High quality research 


Perceived quality of research 


Effective consultations Extent of consultations Mostly met 
Effectiveness of consultations 


Perceived usefulness 


Useful recommendations and 
results 


Mostly met 


Perceived independence of NRTEE 
Demand for NRTEE advice 


(Table continues) 
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Expected Results and Outputs | Performance Indicators -—_| Performance Level 


Promote Advice 


Effective communication of Reach of recommendations Mostly met 
recommendations Quality of communications 

Increased awareness and Awareness of issues and solutions Mostly met 
understanding of issues and Understanding of issues and solutions 

solutions 

Apply Sound Management Practices 

Effective stewardship of NRTEE | Efficiency of program delivery Mostly met 
financial and human resources High quality personnel 


2.4 Feedback 
Feedback from Survey of Federal Decision Makers and Members 


Feedback on the NRTEE’s performance on producing advice is generally positive. Its 
research is considered to be timely, relevant, and of high quality. Recommendations were 
felt to be balanced and useful. 


There was some feeling that the reach of the NRTEE could be broadened to a wider 
audience, both within government and to the public more generally. It was felt that the 
NRTEE plays a unique and important advisory role, but there was some uncertainty and a 
desire for more specific evidence to assess any direct influence on federal policy 
decision-making outcomes. This difficulty in directly attributing efforts to results is an 
ongoing and systemic challenge of independent policy and research organizations. 


Results of Other Surveys 


Figures 4 and 5 demonstrate the results of feedback received from participants who were 
present at numerous NRTEE stakeholder sessions throughout the year, as well as at the 
NRTEE 20th Anniversary Forum held in October 2008. The two questions asked of 
participants illustrate their responses in the areas of NRTEE influence and relevance. 


The survey results shown in the two figures clearly demonstrate that stakeholders were 
generally positive in terms of their perceptions of the NRTEE’s potential impact and 
relevance. The relatively high percentage of “neutral” responses could be due to the 
challenge of clearly attributing changes in government policy directly to the NRTEE’s 
efforts in areas of policy that are intangible and difficult to measure, and in an 
environment where so many factors are at play. 


Nevertheless, there is strong agreement among stakeholders that the NRTEE’s work is 
relevant and useful. For example, the government has made improvements to its GHG 
emissions forecasting methodology based on NRTEE advice. Policy options and research 
produced by the NRTEE have also been considered by federal departments. 
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Figure 4: Survey Results for Statement “The NRTEE’s work has a significant impact on the 
way that key decision makers in Canadian governments think about issues that affect the 
environment and the economy” 


Answers from participants from various NRTEE Answers from participants at NRTEE 20th 
outreach sessions (October 2008 — March 2009) Anniversary Forum (October 2008) 


The NRTEE’s work has a significant impact on the way that key decision The NRTEE's work has a significant impact on the way that key decision 
makers in Canadian governments think about issues that affect the makers in Canadian governments think about issues that affect the 
environment and the economy. environment and the economy. 


1 - Strongly agree 2 1- Strongly agree 


2 - Somewhat agree 2 - Samewhat agree 


3 - Neutral : : i 3 - Neutral 


4 - Somewhat disagree GE 4 - Somewhat disagree 4 3 


5 - Strongly disagree 5 - Strongly disagree 4 


6 - Not sure 6 - Not sure 


Figure 5: Survey Results for Statement “I believe that the NRTEE’s work is highly relevant 
to key issues that affect Canada’s capacity to address challenges related to the 
environment and the economy” 


Answers from participants from various NRTEE Answers from participants at NRTEE 20th 
outreach sessions (October 2008 — March 2009) Anniversary Forum (October 2008) 


| believe that the NRTEE's work is highly relevant to key issues that affect 
Canada's capacity to address challenges related to the environment and 
the economy. 


| believe that the NRTEE's work is highly relevant to key issues that affect 
Canada's capacity to address challenges related to the environment and 
the economy. 
«| 


1 - Strongly agree 1 - Strongly agree 


2 - Somewhat agree 2 - Somewhat agree 


3 - Neutral qe 3 - Neutral fe 
i 


4 - Somewhat disagree 4 


4 -Somewhat disagree 4) | < 


5 - Strongly disagree4* 5 - Strongly disagree 


6 - Not sure 


0% 


2.5 Benefits for Canadians 


The NRTEE benefits Canadians by addressing an issue of critical importance, namely 
sustainable development. The agency provides recommendations to decision makers with 
the ultimate goal of influencing policy on issues at the nexus of the environment and the 
economy. These recommendations, if implemented, are consistent with Canada’s national 
interest and the government’s objective of building a globally competitive, sustainable, 
technologically innovative economy. 
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2.6 Performance Analysis 


Based on objective evidence and the feedback from the surveys of members and decision 
makers, the NRTEE is seen to be producing high quality, relevant research and 
communicating to its varied audiences relatively effectively. 


Performance results indicate positive performance against expected results identified in 
the performance measurement framework. This enhances the NRTEE’s ability to achieve 
its Strategic Outcome. However, challenges continue to exist in demonstrating tangible 
concrete evidence of the achievement of the desired influence on policy. Greater reach 
and depth of its communications activities will be necessary for the NRTEE to influence 
the broader sustainability community and how, they, in turn, influence decision makers. 
Factors beyond the direct control of the NRTEE will continue to impact its full success in 
fulfilling this specific Strategic Outcome. 


2.7 Lessons Learned 


e In 2008-2009 the NRTEE piloted working collaboratively with regional 
stakeholders and partners in its program outreach activities. This was effective in 
extending its reach to a wider audience and the practice will continue in future 
outreach activities. 


e A move toward broadening stakeholder consultations to a more diverse audience 
will increase the credibility and influence of the NRTEE, and this approach will 
be adopted going forward as appropriate. 


e The move away from hard copy publishing to electronic media in 2008-2009 
proved effective, with a resulting broader reach at a lower cost and in a more 
environmentally friendly format. 


e A significant factor in the success of promoting the NRTEE’s work was the focus 
NRTEE communications has placed on the Round Table’s website. The site was 
redesigned to create a tool that would be more useful for stakeholders by utilizing 
new technological innovations and focusing on delivering targeted, relevant, and 
timely information. The redesign also brought the NRTEE website much closer in 
line with the Government of Canada’s Common Look and Feel. 
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Section 3: Supplementary Information 


3.1 NRTEE Financial Highlights 


ASSETS 


Total Assets 
LIABILITIES 
Total Liabilities 
EQUITY 


Total Equity (413.2) 


EXPENSES 


Total Expenses 


REVENUES 


Total Revenues 


The significant increase in revenues noted in Table 9 is attributed to one-time financial 
contributions revenue raised to offset some of the costs of the 20th Anniversary Forum in 
2008-2009. 


3.2 NRTEE Financial Statements 


As a departmental corporation listed in Schedule II of the Financial Administration Act, 
the NRTEE is required to produce an annual report containing its audited financial 
statements. An electronic version of this report for 2008—2009 may be found on 
NRTEE’s website at the following link: http://www.nrtee-trnee.ca/eng/publications/annual- 
reports/annual-report-2008-2009/index-AR-2008-2009-fra.php 
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Section 4: Other Items of Interest 


4.1 NRTEE Stakeholders and Their Expectations 


As the stakeholder map in Figure 6 indicates, NRTEE serves a number of stakeholders, 
including Cabinet and parliamentarians, the Minister of the Environment, federal decision 
makers, and national stakeholders who have an interest in the environment and 
sustainable development. The figure summarizes the expectations of each of these 
stakeholders in relation to the NRTEE. 


Figure 6: NRTEE Stakeholders and Their Expectations 
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4.2 NRTEE Members 


NRTEE members meet four times a year to review research, approve reports, and agree 
on new priorities for action. Members often participate in expert advisory committees and 
on NRTEE task forces. They bring unique expertise as well as a broader perspective to 
the Round Table, essential to enriching the NRTEE’s results. 


The members (from April 1, 2008 to March 31, 2009) are listed below: 


Robert Page, Chair 
Calgary, Alberta (from June 2008) 


David Chernushenko, Vice-Chair 
Ottawa, Ontario 


Janet Benjamin 
North Vancouver, British Columbia 


The Honourable Pauline Browes, P.C. 


Toronto, Ontario 


Elizabeth Brubaker 
Toronto, Ontario 


Angus Bruneau 
St. John’s, Newfoundland and Labrador 


Anthony Dale 
Toronto, Ontario 


Francine Dorion 
St-Bruno-de-Montarville, Quebec 


Robert Dubé 
Montréal, Quebec 


Timothy R. Haig 


Oakville, Ontario 


Christopher Hilkene 
Toronto, Ontario 


Mark Jaccard 
Vancouver, British Columbia 


Donald F. MacKinnon 
Toronto, Ontario 


Ken McKinnon 
Whitehorse, Yukon 


Richard Prokopanko 
Vancouver, British Columbia 


Wishart Robson 
Calgary, Alberta 


Robert Slater 
Ottawa, Ontario 


Robert Sopuck 
Sandy Lake, Manitoba 


Biographies and additional information about NRTEE members can be found at 
http://www.nrtee-trnee.ca/eng/about-us/members/nrtee-members.php. 
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4.3 NRTEE Contact Information 


Jim McLachlan 

Director of Corporate Services 
344 Slater Street, Suite 200 
Ottawa, ON KIR 7Y3 

Tel: 613-947-4507 


Darlene Springall 

Corporate Planning and Reporting Officer 
344 Slater Street, Suite 200 

Ottawa, ON KIR 7Y3 

Tel: 613-992-7183 
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The Estimates Documents 

Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2009. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
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Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR is credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which is structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 is available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www. tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which is also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance, and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 


prad-drrp@tbs-sct.gc.ca. 
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Minister’s Message 


t is my pleasure to present the 
Departmental Performance Report for 
Natural Resources Canada (NRCan) for 
the period ending March 31, 2009. 


During the reporting period, the global 
economic downturn affected all sectors of 
the Canadian economy, including its natural 
resource sectors. The prevailing consensus, 
however, is that Canada’s commodities 

and energy resources will be central to the 
country’s economic recovery and global 
competitiveness. The question is not 
“whether” but “when”. 


Building on successes, the Government of 
Canada’s Economic Action Plan is assisting 
Canadians in weathering the immediate 
storm while at the same time bolstering 
the country’s longer-term strength and 
competitiveness. Commenting on this 
strategy, the International Monetary 

Fund has registered its support for the 
Government's “large, timely, and well- 
targeted fiscal stimulus in Budget 2009.” 
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NRCan’s achievements are playing a 
leading role in advancing the Government’s 
Economic Action Plan. The department's 
aim is to reinforce Canada’s conditions for 
economic success, sound environmental 
leadership and security. 


The department has achieved substantial 
progress in the delivery of its priorities. For 
example, NRCan is providing substantial 
leadership in addressing climate change and 
air quality through science, technology and 
adaptation. Its eeoENERGY initiatives are 
helping Canadians become more efficient 
consumers of energy in their homes, 
businesses and vehicles. 


Another departmental priority is to enhance 
Canada’s forest sector competitiveness. The 
department has worked closely with the 
forest industry and related stakeholders to 
foster new opportunities and innovation 

in the forest sector. It has helped expand 
offshore market opportunities and promote 
Canada’s forest products through the 
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Minister’s Message 


Canada Wood Export Program and other 
initiatives. Closer to home, it is helping to 
diversify market opportunities by promoting 
the use of wood in the North American 
non-residential sector. The Government of 
Canada’s Community Adjustment Fund 

is providing $1 billion over two years to 
address the short-term economic needs of 
Canadian communities affected by the global 
recession. 


Greater opportunities for social and 
economic development are emerging in the 
North. Through its mapping and geomatics 
activities, NRCan is contributing to northern 
sustainability and supporting Canada’s Arctic 
sovereignty by providing information for 

a successful submission under the United 
Nations Convention on the Law of the Sea. 


NRCan is also helping to improve Canada’s 
regulatory system, in particular, as it pertains 
to major natural resources projects. Only a 
year after its introduction, the Major Projects 
Management Office is managing federal 
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regulatory requirements for 41 natural 
resources projects, representing more 
than $100 billion in potential new capital 
investment. 


By pursuing these and many other initiatives, 
NRCan is demonstrating its commitment 

to delivering results on issues that are of 
great importance to Canadians. Increasing 
the competitiveness of Canada’s industry, 
making advances in innovation, tackling 
climate change and developing science and 
technology means working closely with 

the provinces and others with the goal of 
ensuring a prosperous, sustainable and secure 
resource future for Canadians. 


Lea Rat 


The Honourable Lisa Raitt, P.C., M.P. 


Minister of Natural Resources 
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Raison d’étre 


RCan’s vision is to improve the 
quality of life of Canadians by 
creating a sustainable resource 
advantage. The department works 


to improve the competitiveness 
of Canada’s natural resource sectors, which 
provide jobs and income for Canadian 
families across the country. It strives to ensure 
that resource development takes place 
sustainably and advances Canada’s leadership 
on the environment. As a science-based 
department, NRCan also supports some of 
the most basic safety and security obligations 
a country has to its citizens through its 
knowledge and expertise on Canada’s vast and 
diverse landmass. 


Responsibilities 


The Minister of NRCan is responsible for, or 
has responsibilities under more than 30 Acts 
of Parliament. The core powers, duties and 
functions are set forth in the Department 

of Natural Resources Act, the Resources and 
Technical Surveys Act, and the Forestry Act. 
The remaining Acts set out the terms for the 
management of Crown lands and of Canada’s 
natural resource policies, including energy 


and nuclear policy. In carrying out these 
responsibilities, NRCan works closely with 
other federal departments with resource- 
related responsibilities and supports the 
federal role in regional development and 
Aboriginal affairs in matters related to the 
resource sectors. NRCan also works in areas 
of shared responsibility with the provinces. 


The department strives to promote economic 
competitiveness, improve environmental 
responsibility, and strengthen safety and 
security. By working towards these strategic 
outcomes, NRCan is helping to create a 
future where Canada’s resources are produced 
and used in innovative and environmentally 
responsible ways, and whete value is 
maximized at every stage of development. 

It is a future where more high-quality jobs 
are created and kept at home, and the idea of 
being a clean resource power is turned into 
reality sooner. This is about ensuring Canada 
is a place where economic competitiveness 
includes leadership on the environment. 


In 2008-09, NRCan pursued an integrated 
approach towards achieving these goals. Its 
unique strengths in science and technology 
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were used to help the Government meet 
the increasing demand for evidence-based 
public policy. NRCan sought to implement 
its priorities and find solutions as a way of 
maximizing the benefits from all of Canada’s 
assets — the natural resource base, people 
and ideas, and systems (e.g., regulations, 
infrastructure). More specifically, the 
department focused its efforts on five priority 
areas: 
addressing climate change and air 
quality through science technology, and 
adaptation. 
enhancing forest sector competitiveness 
by investing in innovation and market 
diversification. 
supporting Canada’s Arctic sovereignty 
through geoscience and mapping 
activities. 
improving regulatory performance for 
major natural resource projects. 
advancing Canada’s resource interests and 
sustainability efforts in the Americas and 


globally. 


The department implemented these 
priorities during a year of significant change. 
Canada’s economic context underwent a 
dramatic transformation — moving from an 
extended period of resource-driven growth 
into a major downturn and recession. As 
these circumstances began to impact the 
natural resource sectors and the livelihood 
of Canadians, NRCan played its part in 


contributing to the government's response. 


Operating Context 


The first half of 2008 was a continuation of 
a period of sustained economic growth and 
prosperity for Canadians. Canada’s economy 
continued to benefit from high commodity 


prices and the resulting increase in demand 
for labour and capital investment due in part 
to an expanding energy sector and healthy 
mining industry. 


In late 2008, Canada’s economy began to 
deteriorate as a result of the global financial 
crisis and the ensuing recession. As with 
other major economies, Canada entered a 
phase of negative growth characterized by a 
drop in exports, postponed investments and 
job layoffs across the country. 


These changing economic conditions had 
serious consequences for the natural resource 
sectors. Throughout 2008-09, Canada’s 
forest industry continued to restructure 

as it worked to address increased global 
competition, old capital stock and high costs 
of production. The global recession, and in 
particular the collapse of the U.S. housing 
markets, further hurt demand, contributing 
to more mill closures and a new wave of job 
losses within the sector. 


Commodity prices began to fall substantially 
as a result of slower economic growth. 

Price weakness in most minerals and 

metals resulted in reduced expenditures in 
exploration, lowered output, the deferral of 
capital investment as well as site closures. The 
demand for manufactured goods comprised 
of minerals and metals also decreased 
significantly. 


The strong Canadian energy industry was not 
immune to the economic slowdown. Due to 
lower global demand and price volatility, the 
oil and gas industry postponed several major 
projects. These pressures came at a time when 
the industry was facing increasing challenges 
related to the renewal and expansion of 
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infrastructure, as well as the need for 


improved environmental performance. 
Greenhouse gas emissions, climate change, 
and water use remain significant challenges. 


This dramatic about-face only sharpened 
the need for NRCan to work to improve 
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the competitiveness and environmental 
leadership of Canada’s natural resource 
sectors. It necessitated quick reaction on the 
part of NRCan in contributing to Canada’s 
Economic Action Plan and a redoubling of 
efforts to deliver on departmental priorities. 


Strategic Outcomes and Program Activity Architecture 


(2008-09) 


NRCan manages its program delivery 
through three strategic outcomes which 
have seven program activities. The program 
activities are divided into smaller groups of 
sub-activities and sub-sub-activities that are 
designed to achieve the expected results that 
collectively contribute to the realization of 
strategic outcomes. 


Natural Resources Canada 


The Program Activity Architecture is 
complemented by a dynamic performance 
measurement framework that provides 
Canadians with an evidence-based set of 
qualitative and quantitative performance 
indicators aimed at assessing the department’s 
progress in achieving its strategic outcomes. 
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1.1.1 Minerals and Metals Markets, Investment, Innovation and 


Productivity 
1.1.2 Economic Market Value of Canada’s Forests 
1.1.3 Canada’s Forest Products in Global Markets 


1.1.4 Innovation from Forest to Market 


Strategic Outcome #1 
1.1.5 Geoscience Stimulates Exploration for Energy and Minerals* 


Natural resource sectors are 
internationally competitive, 
economically productive, 
and contribute to the 

social well-being 

of Canadians 


1.1.6 Domestic and International Energy Policy 
1.1.7 Petroleum Resources Policy and Regulations 


1.1.8 Statutory Programs - Atlantic Offshore 
1.1.9 Electricity and Renewable Resources Policy 


PA 1.1 Economic 
Opportunities for 
Natural Resources 


Pee ay 1.2.1 Minerals and Metals in Support of Communities 
|| 1.2.2 Forest-based Communities 


Communities 


2st. 1 Materials for Production and Transportation of Energy and 


Strategic Outcome #2 
Energy-Efficient Vehicles 
2.1.2 Domestic and International Clean Energy Policy 


Canada is a world leader 
on environmental 
PA 2.1 Clean Energy 2.1.3 Renewable Energy Programs* 
2.1.4 Energy Science and Technology* 
2.1.5 Energy Efficiency and Alternative Transportation Fuels* 


responsibility 
in the development and 
use of natural resources 
2.2.1 Strong Environmental Performance in Minerals and Metals _ 
2.2.2 Canada’s Forest Ecosystems 
Ua i a Ag aoe 2.2.3 Geosciences Are Used to Understand Environmental Issues* 
pemanagemer 2.2.4 Radioactive Waste Management* ; 


.1 Mining, Infrastructure and Explosives Safety and Security 


Bre 
3.1.2 Forest Disturbances 
3.1.3 Science and Knowledge Are Used to Help Canadians 


Adapt to a Changing Climate* 
3.1.4 The Risks of Natural and Man-Made Hazards are Reduced* 


PA 3.1 Adapting to 
a Changing Climate 

and Hazard Risk | 
_ Management | 


3.2.1 Minerals and Metals Knowledge and Information 
3.2.2 Forest Sector Innovation System 
3.2.3 International Influence 

3.2.4 Basic Infrastructure is Provided to Support the Governing 


PA 3.2 Natural 
Resources 
and Landmass 
Knowledge for 
Canadians 


of Canada* 


PA 3.3 Geomatics 
Canada Revolving 
Fund 


4.1.8 Information Technology Services 


4.1.9 Legal Services 
4.1.10 Public Affairs/Communication Services 


4.1.1 Management and Oversight Services 
4.1.2 Public Policy Services 
4.1.3 Human Resources Management Services 
4.1.4 Financial Management Services 4.1.11 Evaluation Services 
.1.5 Supply Chain Management Services 4.1.12 Internal Audit Services 
4.1.13 Other Support Delivery Services 


4.1 
Internal Services 


* Sub-Sub Activities not shown 
i ay ~ Natural Resources Canada 


PA/Program Activity 
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Contribution of Priorities to 
Strategic Outcomes 
NRCan identified five priorities that were technology initiatives, and delivery of our 
critical to the realization of its strategic programs towards the strengthening of 
outcomes (SO) and expected results over the three key assets of Canada’s sustainable 
the reporting period. These priorities shaped resource advantage: the resource base, people 
our integrated effort in the development and ideas, and systems. 


of our policies, pursuit of our science and 


committed 
a . 
Ongoing p=] 
a : 
= ¢ 


* An ongoing priority has no end date; a previously committed priority has an estimated end date and was 
committed to in prior budgets or main estimates documents. 


1. Addressing climate change and air quality through 
science, technology and adaptation - Strengthen the 
sustainability of Canadian energy production and 
consumption, and provide the knowledge and the tools to 
better understand and adapt to a changing climate. 


Previously 


2. Enhancing Canada’s forest sector competitiveness - 
Support sustainable and transformative change of 

Canada’s forest sector to improve the long-term economic 
competitiveness and sustainable management of Canada’s 
forests. 


3. Supporting Canada’s Arctic sovereignty through geoscience 
and mapping activities - Support the evolution of strong and 
dynamic northern regions. 


Met 
Met 


4, Improving regulatory performance for major natural 
resource projects - Ensure that Canada’s sustainable 

resource advantage is enhanced by a stable, timely, well- 
coordinated and evidence-based regulatory process. 


5. Advancing Canada’s resource interests and sustainability 
efforts in the Americas and globally - Leverage Canada’s 
sustainable resource advantage for domestic and 
international economic growth. 
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Management Priorities 


Over the past year, NRCan continued to 
work towards becoming a more integrated, 
knowledge-based and results-oriented 
organization by advancing a number of 
management priorities. The first priority 

was the continued implementation of the 
departmental strategic framework which 
provides a foundation for the department 

to work together in a more collective 

and integrated manner. To that end, the 
department developed a science and 
technology strategy. It also created horizontal 
task teams that brought together expertise 
from across the department to conduct 
research and develop policy in five areas of 
primary interest: carbon capture and storage; 
international strategy; water; renewable 
resources/bio-energy; and impacts and 
adaptation to climate change. 


Knowledge management and collaborative 
technologies play a large role in NRCan 
becoming a world-class centre of integrated 
knowledge and expertise. These initiatives 
are key to the implementation of the 
strategic framework and to the integration 
of science and policy through enabling 
evidence-based policy making. As one of 

the federal government leaders in the use of 
collaborative tools such as wikis, blogs and 
discussion forums at a departmental level, 
NRCan continues to be recognized for its 
innovative and collective leadership approach 
to knowledge management. Employees are 
embracing these tools not only to enable 
collaboration and integration of information 
across organizational and regional 
boundaries, but to support culture change 
and renewal in the workplace. 


On the human resources (HR) side, NRCan 
continued to make progress by implementing 
the first-ever departmental HR plan, 


based on the work of the department's 
Human Resources Renewal Committee. 
Accomplishments for 2008-09 include: 
hiring 113 post-secondary graduates into 
indeterminate positions; implementing 

a Term Employee Management Strategy 

to enable term employees to compete for 
indeterminate positions; creating a Core 
Competency Task Team to develop a set 

of core competencies linked to the talent 
management of all employees; and launching 
the Visible Minority Talent Management 
Program. These efforts improved the 
recruitment, development and advancement 
of NRCan’s workforce, gained recognition 
as a best practice on HR planning within the 
federal family, and were highlighted in the 
Report of the Expert Panel on Integrated 
Business and HR Planning. 


NRCan also worked towards addressing 

the significant real property challenges it 
faces. This required close attention as the 
average age of departmental assets is 45 
years. A large majority of these assets have 
never received a full renovation treatment 
typically undertaken when a building exceeds 
25 years of age. NRCan is addressing these 
challenges by: advancing a long-term capital 
plan; working through the departmental 

real property management framework; and 
coordinating with the Real Property Strategy 
for the National Capital Region. 


Another key management priority was 

the creation of a formal administrative 
structure to better integrate and manage 

the coordination of the natural resources 
portfolio. To that end, the department 
established the Portfolio and Consultation 
Management Branch and created the Deputy 
Minister-chaired inter-portfolio Heads of 
Agency group that was tasked with discussing 
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key issues and areas of concern. These actions 
enhanced portfolio coordination within the 
department by fostering coherent policy 
implementation, good governance, effective 
communication, information sharing and 
accountability. 


Risk Analysis 


As the primary federal department 
responsible for natural resources, NRCan 
managed several significant risk factors that 
had the potential to impact priorities and 
on-going activities. These, and other risks 
pertaining to the delivery of NRCan’s entire 
suite of activities, were closely monitored, 
examined and managed at the executive level 
over the course of the fiscal year. 


Economic Downturn — Over the year, 

the primary risks for Canada, the natural 
resource sectors and the department were 
related to the global recession. Improving 
economic performance and advancing 
environmental responsibility was made more 
challenging as resource companies delayed 
major investments, suspended production 
and laid-off workers. These conditions have 
affected national economic indicators, as well 
as the livelihood of communities across the 
country. 


To address the conditions created by the 
recession, NRCan acted by developing and 
obtaining the policy and spending authorities 
required to implement key measures within 
Canada’s Economic Action Plan. The 

design and eventual implementation of the 
measures outlined in the Plan will work to 
position the country and the natural resource 
sectors for recovery. For example, in order 

to provide immediate economic stimulus, 
NRCan worked to design an expansion of the 
ecoENERGY Retrofits for Homes Program. 
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When fully implemented, this expanded 
program will stimulate consumer spending, 
improve energy efficiency as well as maintain 
and create jobs. In addition, the department 
worked collaboratively to design the 
parameters and received policy authority for 
the Community Adjustment Fund which will 
be delivered by the Regional Development 
Agencies, Industry Canada (IC) and Indian 
and Northern Affairs Canada (INAC). 

This fund will address the impacts and risks 
of the downturn by fostering economic 
development at the community level. 


The department also worked to maintain 
key jobs and improve the long-term 
competitiveness of the natural resource 
sectors. To address the challenges facing the 
struggling forestry sector, NRCan developed 
multiple initiatives to encourage innovation, 
develop new and emerging technologies, and 
diversify markets for Canadian products. In 
order to help the Canadian energy sector 
address the risks related to environmental 
performance and competitiveness, NRCan 
developed a Clean Energy Fund. This fund 
will support greater use of technology that 
reduces greenhouse gas emissions from 
energy production (e.g., large-scale carbon 
capture and storage projects) and will 

enable research on emerging clean energy 
technologies. This is a critical area of work 
that will support green jobs, maintain market 
access in the US., and help to meet climate 
change objectives. 


Management of the medical isotope 
supply chain — Atomic Energy of Canada 
Limited’s (AECL) Chalk River Laboratories 
produce more than a third of all medical 
isotopes used worldwide, yet, the facility 

is aging rapidly and is in need of repair. At 
risk is the safe and secure supply of these 


isotopes. NRCan, Health Canada and AECL 
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have been collaborating closely to ensure 

the effective management of the isotope 
supply chain, now and for the future. This 
ongoing and priority effort has included: full 
implementation of the recommendations 
from the Talisman Report commissioned by 
the Canadian Nuclear Safety Commission 
and AECL; investing in isotope production- 
related studies at McMaster University 
(Hamilton, Ontario); funding a University 
of British Columbia TRIUMF workshop 
on accelerator-based photo fission; and 

the creation of an effective Protocol for 
Notification and Information Sharing 
Concerning Shortages of Medical Isotopes. 


Timely delivery of Canada’s submission to 
the United Nations Convention on the Law 
of the Sea (UNCLOS) — Due in large part to 
the difficult working conditions in the Arctic, 
there is an ongoing risk that the department 
would be unable to meet the timelines 
required by the UNCLOS. A continued 
diligent approach to the delineation of the 
continental shelf is required as data collection 
is expected to be completed by 2012 and 

case presentation to the United Nations 

is expected by 2013. A number of actions 
were taken in 2008-09 to be responsive to 
changed circumstances and opportunities 
and to improve monitoring and planning 

as a way of ensuring the success of this 
initiative. The Assistant Deputy Minister 
steering committee received weekly updates 
and met twice during the year and the 


Federal Advisory Committee met three 
times during the same period. Efforts were 
also taken to enhance collaboration with 
Defence Research and Development Canada, 
the Department of Foreign Affairs and 
International Trade and the Department of 
Fisheries and Oceans to continue to advance 
the project. To date progress has been good 
and NRCan anticipates that the deadline will 


be successfully met. 


Relocation of the CANMET Materials 
Technology Laboratory (MTL) — There 
were also risks related to the relocation of the 
CANMET-MTL to McMaster Innovation 
Park. Potential delays in the relocation could 
have resulted in cost overruns and slowdowns 
in the delivery of research programs. NRCan 
took a number of measures to ensure the 
timely transition of the laboratory including 
conducting general monitoring and 
assessments, as well as collaboration with 
both academia and industry. An extensive 
risk management plan was developed and risk 
management controls for the construction 
project include the development of detailed 
construction planning documents, tight 
project management as outlined in the 
Project Charter and the Project Management 
Procedures document, and strong 
coordination through a Project Management 
Working Group. Construction on the project 
started on December 8, 2008 and employees 
are expected to move to the new facilities in 
Hamilton in late 2010. 
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Summary of Performance 


Financial Resources ($M) 


Program Spending 1,255.4 1,392.9 1,184.9 
Statutory Programs - 


Atlantic Offshore | Te | 3,494.0 3,492.6 
Human Resources (Full-time Equivalents) | is 
4,470 4,372 og (98) 


Strategic Outcome 1: Natural resource sectors are internationally competitive, economically 
productive, and contribute to the social well-being of Canadians 


Performance Indicator: 
¢ Contribution of natural resource sectors to the annual GDP (annual) 


Target: Positive Trend 


Performance: — 


¢ In 2008, Canada’s natural resource sectors accounted for 12 percent of the gross domestic product 
and employed roughly 850,000 people. As well, they accounted for 27 percent of all private sector 
investment and over 50 percent of Canada’s exports. As the global recession took hold in late 2008, 
Canada’s natural resource sectors experienced production slowdowns, lay-offs and postponed 
investments. NRCan made a substantive contribution to Canada’s Economic Action Plan, developing 
initiatives which will stimulate economic activity in these sectors and support resource-dependent 


communities in transition. 
2008-09 ($M) 


Alignment to 


Erogtam eee GoC Outcomes 
Activity Actual (or statutor 
eae tanates Spending Main Planned Total Actual LaRue, 

Estimates Spending | Authorities | Spending obligations) 


1.1 Economic 198.1 189.9 193.4 247.5 231.6] Strong 
opportunities Economic 
for natural Growth 
resources' 


1.2 Natural 
resource-based 
communities 


Strong 
Economic 


Mepenvemene ture has Growth 


' Actual spending under activity 1.1 was higher than planned due to new approvals ($22.8 million) received via the Supplementary 
Estimates including funding to provide the public geoscience information needed to encourage investment in natural resource 
development in northern Canada and funding to promote Canada’s forestry sector internationally as a model for environmental 
innovation and sustainability. In addition, NRCan received the following supplemental allocations: $3.8 million for collective 
bargaining; $5.7 million carried over from the previous fiscal year; and $2.2 million from TB Vote 23 (severance pay, maternity 
leave, etc). Partially offsetting these increases was funding reprofiled to future years ($11.1 million) and miscellaneous surpluses 
including those resulting from the economic slowdown. 
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Strategic Outcome 2: Canada is a world leader on environmental responsibility 
in the development and use of natural resources 


Performance Indicators: 
« Extent of NRCan knowledge in natural resources management and land-use decisions (annual) 
¢ Percent rate of Canada’s environmental performance compared to other countries (over five years) 


Target: Positive Trend 


Performance: 


e Performance information shows that NRCan knowledge in natural resource management and land-use 
decisions is being used by other government departments and stakeholders more than ever, and that the 
demand for our knowledge is projected to rise steadily over the next decade. 


¢ Canada continued to steadily reduce its greenhouse gas (GHG) emissions intensity decreasing 12.4 
percent from 2000 to 2006 (kg of CO2 / $US using 2000 prices and exchange rates) while the average 
OECD country GHG emissions intensity decreased 10.2 percent during the same period (source: 

International Energy Agency (Organization for Economic Cooperation and Development - Carbon Dioxide 

Emissions from Fuel Combustion 2008 Statistics). 


Alignment to 


2008-09 ($M) 
2007-08 GoC Outcomes 
(or statutory 


Actual 
Spending sea Planned Total Actual stat 
sea Spending | Authorities | Spending obligations) 


319.9 559.6 562.0 ombiles” 536.6} A Clean and 
Healthy 
Environment 

159.5 226.2 226.6 229.3 164.5] A Clean and 


Healthy 
> Actual spending under activity 2.1 was less than planned because $55.4 million in spending was deferred to future years. 


Program 
Activity 


Main Estimates 


2.1 Clean 
energy? 


2.2 Ecosystem 
risk 
management? 


Environment 


Miscellaneous surpluses including those resulting from the economic slowdown were also a contributing factor to lower than 
expected spending. NRCan received new approvals through the Supplementary Estimates ($32.5 million) including funding to 
implement adaptation initiatives in support of Canada’s Clean Air Agenda and funding in support of Sustainable Development 
Technology Canada. NRCan also received the following supplemental allocations: $5.8 million for collective bargaining; $8.7 
million carried over from the Pay ious fiscal year; and $3.4 million from TB Vote 23 (severance pay, maternity leave, etc.). 
Actual spending under activity 2.2 was less than planned because $57.4 million in spending was deferred to future years. 
Miscellaneous surpluses including those resulting from the economic slowdown were also a contributing factor to lower than 
planned spending. NRCan also focal the following supplemental allocations during the fiscal year: $5.2 million for collective 
bargaining; $7.8 million carried over from the previous fiscal year; and $3.1 million from TB Vote 23 (severance pay, maternity 
leave, etc). 
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WU . 
Program 2007-08 2008-09 (SM) osetia to 
Activity Actual oC Outcomes 
Main Estimates Spending Main Planned Total Actual (or statutory 
Estimates Spending | Authorities | Spending obligations) 


3.1 Adapting F i : ‘18ai .6| An Innovative 
to a changing and Knowledge- 
climate and based Economy 
hazard risk 

management 


3.2 Natural ; ; : : .6} An Innovative 
resources and Knowledge- 
and landmass based Economy 
knowledge for 

Canadians 


3.3 Geomatics : ; : .0} An Innovative 
Canada : and Knowledge- 
Revolving Fund based Economy 


Statutory Programs 


1.1 Economic 2,388.2 1,087.4 1,087.4 3,494.0 3,492.6} Statutory 
Opportunities Obligations 
for natural 

resources‘ 


* Actual spending includes the following statutory payments: Nova Scotia Offshore Revenue Account $577.4 million; 
Newfoundland Offshore Petroleum Resource Revenue Fund $2,351.0 million; and Newfoundland Fiscal Equalization Offset 
Payments $556.7 million. Pursuant to the Atlantic Offshore Accords, NRCan receives the federal royalty revenues related to the 
offshore — which were greater than planned due to significant increases in oil and gas production levels - and subsequently makes 
payments to the provinces equivalent to the royalty revenues received. 
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Expenditure Profile 


NRCan’s actual spending for 2008-09 

was $4,677.5 million. Of this amount, 
$3,492.6 million was in support of the 
Atlantic Offshore Statutory Accords, and the 
remaining $1,184.9 million was in support of 
departmental initiatives. The actual spending 
trend for NRCan departmental initiatives 
continued to increase by 20 percent or 
$202.2 million from 2006-07, and 24 percent 
or $232.0 million from 2007-08. Increased 
spending can be attributed to funding 
received for ecoENERGY for Biofuels ($120 
million), Adaptation Initiatives in Support 
of Canada’s Clean Air Agenda ($87 million), 
Implementing Geo-mapping for Energy 

and Minerals ($12 million), the Leadership 
for Environmental Advantage in Forestry 

($5 million) and funding for various other 
initiatives. These increases are offset by 
reductions in other initiatives. 


Spending Trend 


Actual Spending 


4,000.0 
3,500.0 
3,000.0 
2,500.0 
2,000.0 


$ millions 


1,500.0 
1,000.0 
500.0 


0.0 


2006-07 2007-08 


—@— Programs 


' PERFORMANCE REPORT 2008-2009 


2008-09 


The spending trend for the Atlantic Offshore 
Statutory Accords has increased dramatically 
since 2006-07 due to significant increases in 
oil prices and production. There has been an 
increase of $2,789.6 million (396 percent) 
from 2006-07, and $1,104.4 million 

(46 percent) 2007-08. These expenditures 
were almost entirely offset by oil and gas 
royalty revenues. Pursuant to the Atlantic 
Offshore Accords, NRCan receives the 
federal royalty revenues related to the 
offshore and subsequently makes payments 
to the provinces equivalent to the royalty 
revenues received. 


The graph below shows the department and 
the Atlantic Offshore Statutory Accord 
spending over a six-year period (three-year 
actual spending and three-year planned 
spending). 


Planned Spending 


2009-10 2010-11 2011-12 


=—®— Statutory Programs 
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Planned spending of $1,467 million in 
2009-10 represents an increase of 

$282 million from 2008-09. This increase is 
attributed to the ecoENERGY for Biofuels 


initiative and Budget 2009 announcements 
for ecoENERGY Retrofit Program, and 
Forestry Market Diversification and 
Innovation. The planned spending increases 
for fiscal year 2010-11 are attributed to the 
Clean Energy Agenda, the eeoENERGY 

for Biofuels initiatives, the Sustainable 
Development Technology Canada initiatives, 
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and Budget 2009 announcements for the 
ecoENERGY Retrofit Program, and Forestry 
Market Diversification and Innovation. The 
decreased planned spending in 2011-12 is 
the result of sunsetting and reduced funding 
for initiatives including Clear Air Regulatory 
Agenda, Clean Energy Agenda, Nuclear 
Legacy Liabilities and ecoENERGY for 
Biofuels. Planned spending for the Atlantic 
Offshore Statutory Accords was forecasted to 
return to near 2006-07 levels; however, this is 
dependent on oil pricing and production. 
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Voted and Statutory Items ($M) 


Voted and 
Statutory 
Items 


Total 


Truncated Vote or Statutory Wording 


Operating expenditures 
Grants and Contributions 


Minister of Natural Resources - Salary 
and Motor Car Allowance 


Contributions to Employee Benefit Plans 


Infrastructure costs relating to the 
exploration, development, production 
or transportation of oil and gas in the 
offshore area of Nova Scotia 


Canada-Newfoundland Offshore 
Petroleum Board 


Canada-Nova Scotia Offshore Petroleum 
Board 


Payments to the Nova Scotia Offshore 
Revenue Account 


Payments to the Newfoundland Offshore 
Petroleum Resource Revenue Fund 


Grant to the Canada Foundation for 
Sustainable Development 


Newfoundland Fiscal Equalization Offset 
Payments 


Grants in Support of Energy Costs 
Assistance Measures 


Spending of proceeds from the disposal 
of Crown Assets 


Refund of amounts credited to revenues 
in previous years 


Grant to the University of Calgary, 
Institute for Sustainable Energy, 
Environment, and Economy 


Geomatics Canada Revolving Fund 
- Operational expenditures 
- Respendable revenue 


Actual 
Spending 
2006-07 


643.9° 
Z73%8 
0.1 


56.8 
0.0 


20 
2.4 
275.4 
313.4 
0.0 
109.8 
74 
0.2 
133 


0.0 


(0.5) 


1,685.7 


Actual 
Spending 
2007-08 


678.6 
211.4 
0.1 


by g 
0.6 


pHs 

2.6 
493.2 
1,701.0 
1.6 
188.6 
0.0 

0.3 
0.0 


0.0 


a0 


3,341.1 


Main 
Estimates 
2008-09 


762.8 
437.9 
0.1 


54.6 
0.5 


6.0 
ee 
407.3 
670.7 
0.0 
0.0 
0.0 
0.0 
0.0 


0.0 


0.0 


2,342.8 
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Actual 
Spending 
2008-09 


T9 52" 
382.0’ 
0.1 


58.3 
0.6 


4.1 

2.8 
577.4° 
2,391.0" 
19.0" 
S564) 
0.0 

0.4 

0.0 


5.0% 


0.9 


4,677.5 


Vote 5 Capital from fiscal year 2006-07 is included in Vote 1 Operating Expenditures. 

Under Vote 1, NRCan received additional approvals during the fiscal year through the Supplementary Estimates 
totalling $26.5 million including funding to implement adaptation initiatives in support of Canada’s Clean Air 
Agenda and funding to provide the public geoscience information needed to encourage investment in natural 
resource development in northern Canada. NRCan also received the following supplemental allocations during 
the fiscal year: $20.0 million for collective bargaining; $30.0 million carried over from the previous fiscal year; 
and $11.8 million from TB Vote 23 (severance pay, maternity leave, etc.), Actual spending under Vote 1 was less 
than planned because $89.2 million in spending was deferred to future years. Miscellaneous surpluses including 
those resulting from the economic slowdown were also a contributing factor to lower than planned spending 
Under Vote 5, NRCan received additional approvals during the fiscal year through the Supplementary Estimates 
totalling $12.0 million including funding to promote Canada’s forestry sector internationally as a model for 
environmental innovation and sustainability and funding to implement adaptation initiatives in support of 
Canada’s Clean Air Agenda. Actual spending under Vote 5 was less than planned because $66.9 million in 
spending was deferred to future years. 

The original 2008-09 Main Estimates forecast was based on royalty forecasts from the province. The 2008-09 
actual expenditures reflect an increase in payments to the province resulting from an increase in gas prices. 

The original 2008-09 Main Estimates forecast was based on royalty forecasts from the province. These forecasts 
were significantly understated when compared to 2008-09 actual expenditures due to increases in both oil prices 
and production levels. 

The statutory component of the Grant to the Canada Foundation for Sustainable Development, announced in 
2007, was not reflected in the 2008-2009 Main Estimates and resulted in $19.0 million of expenditures higher 
than planned spending. 

Regulations under the provisions of the Fiscal Equalization Offset Payments in the Canada-Newfoundland 
Atlantic Accord Implementation Act allow Newfoundland and Labrador to be compensated for losses to 
equalization payments due to increases in offshore oil and gas revenues. The province has an option of using the 
formula in accordance with the Act or can use the generic calculation under the equalization rules. If the latter 
is chosen, the Newfoundland Fiscal Equalization Offset payment is zero. The increase reflects the province’s 
decision to use the Accord Act formula and the $556.7 million represents the equalization offset payment for 
2008-09. The equalization offset payment is calculated by Finance Canada and NRCan is notified in April. 
Appropriation for the $5.0 million statutory grant to the University of Calgary Institute for Sustainable Energy, 
Environment, and Economy was provided via the Budget Implementation Act 2008, which occurred after the 
establishment of the 2008-09 Main Estimates. 
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Analysis of Program | Activities by Strategic Outcome 


Strategic Outcome 1 


Strategic Outcome 1: Natural resource sectors are internationally competitive, economically 
productive, and contribute to the social well-being of Canadians ; ‘ 


Spending ($M) Program Statutory FTEs 


Performance Indicator: 
Actual 250.6 3,492.6 


annual GDP (annual) 


Target: Positive trend 


Government of 
Canada Outcome: 
¢ Strong Economic 

Growth 


Performance Status: 
Mostly met 


Performance Summary 


sectors were not immune to these 

events. Global demand for resources fell 
precipitously, investments in new production 
were postponed, mine and mill sites were 
closed and jobs were lost across the country. 


ince 2002, the Canadian economy 
has experienced strong growth, in 
part due to historically high 
_ commodity prices and the strength 
* ~~ of the natural resources industries. 
In 2008, these sectors generated 12 percent of 
gross domestic product (GDP) and employed 
roughly 850,000 Canadians. As well, they 
accounted for 27 percent of all private sector 
investment and over 50 percent of Canada’s 


Recognizing the extent of the economic 
downturn, the Government delivered a major 
stimulus budget at the end of January 2009. 
NRCan developed several important 
exports. initiatives that will contribute to Canada’s 
economic recovery and future economic 
competitiveness supporting communities 
that have been hardest-hit (e.g. resource- 
dependent towns). In short, the department 
has acted to implement both the 2008 and 
2009 federal budgets in order to advance this 


This boom came to a sudden halt in mid- 
2008 with a sharp correction in commodity 
prices due to the global financial crisis 

and economic downturn. In the Canadian 
context, the full impacts became evident 

in late fall 2008. Canada’s natural resource strategic outcome. 
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SECTION II 


Analysis of | Program Activities by Strategic Outcome 


Program Activity 1.1: Economic Opportunities for 


Natural Resources 


| }1 .1 Economic Opportunities for Natural Resources _ 


i, 


| Expected Result: | Spending (SM) Program Statutory FTEs | 
| e 
| Competitive national and international markets, stable / Planned 193.4 1,087.4. 1,056 
| economic opportunity and investment in _ | Total Authorities 247.5 3,494.0 / 
| Actual 231.6 3,492.6 j 


' natural resources 


|, Performance Indicators: 
1 e Rate of Canada’s share 
in the global natural resource market 
i (annual) 

| Rate of national investments in natural | 
resources in $B (annual) 


i Target: Positive trend 


| Performance Status: 
| Mostly met 


Performance Analysis 


In 2008, capital investments by Canada’s 
natural resource sectors totalled $94 billion, 
representing 27 percent of all private 

sector investment. Forest, mining and 
energy products continued to be extremely 
important to Canada’s trade surplus, 
accounting for 53 percent of Canada’s 
exports. As well, the natural resources 
sectors expended $2 billion on research and 
development (R&D) - ie., 11 percent of 
total private sector R&D. 


This said, the Canadian forest sector 
continued to face historically high exchange 
rates, increasing foreign competition and 

a slumping US housing market. The global 
financial crisis further hurt the sector, 
contributing to a 13.8 percent contraction 
in economic activity in 2008. The mining 
and energy sectors faced difficulties in the 
second half of the year, as global demand 


slackened and commodity prices declined. 
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' NRCan Priorities: 
» e Enhancing Canada’s forest 
’ sector competitiveness 

'e Improving regulatory ; 
performance for major natural | 
resources projects ; | 


» ¢ Advancing Canada’s resource 
' interests and sustainability 
efforts in the Americas and 
globally 


| j Government of | 
| | Canada Outcome: | 
/ ¢ Strong Economic | 


Growth 


Due to this economic climate, exploration 
for minerals, metals and energy also dropped 
off. These sectors contracted in 2008 at a rate 
of 3.4 percent and 2.2 percent, respectively. 
Negative trends continued through the first 
quarter of 2009. 


Notwithstanding the impacts of the 
economic downturn, the department mostly 
met its expected result under this program 
activity. 


Program Activity Analysis 


Minerals and metals, markets, investment, 
innovation and productivity (met): 
Canadian mining sector and communities 
felt the impact of the global economic 
downturn (e.g., declining commodity prices, 
access to financing); however, Canada should 
be well-positioned to capitalize as markets 
rebound. NRCan worked collaboratively 


SECTION II 
Analysis of Program Activities by Strategic Outcome 


through the Federal-Provincial-Territorial 
Mines Ministers network to assess the 
impacts of the economic crisis, share 
information recovery strategies and to 
identify priority areas of collaboration. 
Supporting a competitive investment climate, 
the Economic Action Plan extended the 15 
percent Mineral Exploration Tax Credit 
until March 2010 and NRCan continued its 
comparative analysis work to ensure Canada 
stays well-positioned globally in terms of tax 
regimes. The department's Major Projects 
Management Office is also improving 
efficiency and performance with respect to 
regulation and environmental assessment, key 
to global competitiveness. 


Internationally, NRCan was active in 
promoting a positive rules-based trade 
environment and in securing access to 
international markets (e.g., nickel) and 
resources. The department played a leadership 
role and supported the Department of 
Foreign Affairs and International Trade 
(DFAIT) in capacity-building activities in 
Africa and Latin America, and was a key 
player in the development of the Government 
of Canada’s Building the Canadian 
Advantage: Corporate Social Responsibility 
Strategy for the Canadian International 
Extractive Sector, announced in March 2009. 
NRCan continued to take a leadership 

role in contributing to the productivity of 
the mining and metals sector through the 
promotion of innovation and investment 

in science and technology. To this end, 
NRCan led the establishment of the Canada 
Mining Innovation Council and continued 
to rejuvenate its world-class CANMET 
Materials Technology Laboratory as it 
relocates to McMaster Innovation Park in the 
heart of Canada’s auto and manufacturing 
hub in 2010 (see Section I — Risk Analysis). 


Market value, global markets and 
innovation in the forestry sector (mostly 
met): The Canadian forest industry 
continued to undergo a difficult period of 
restructuring, compounded more recently by 
one of the most serious cyclical downturns 
in the last 60 years. Over the last year, lack 
of access to credit and a substantive US 
subsidy for pulp producers have exacerbated 
the situation. NRCan continued to provide 
expert economic advice and analysis to ensure 
government programs and policies address 
forest sector needs. Through its Canadian 
Wood Fibre Centre and FP Innovations, 

the department continued to support the 
delivery of the Transformative Technologies 
Program which focuses on pre-competitive, 
non-proprietary research to address the 
development and adoption of emerging and 
breakthrough technologies which are key 
building blocks for the future of the sector. 


The Government of Canada recognizes that 
the forest industry needs to transform and 
that the current restructuring will lead to 

a different industry, one that goes beyond 
the traditional suite of products. Through 
research, NRCan is improving understanding 
of the real economic potential of these new 
products including forest bioenergy and 
other bioproducts. Moreover, the department 
expanded offshore market opportunities and 
promoted the environmental credentials 

of Canada’s forest products through 
programs such as the Canada Wood Export 
Program. The competitiveness of the 
secondary manufacturing wood industry 
was also improved by delivering a national 
research and technology transfer program 
under the Value to Wood Program, and 
diversified domestic market opportunities 
by promoting the use of wood in the North 
American non-residential sector through 
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the North American Wood First Initiative. 
NRCan also continued to position Canada 
as an environmentally responsible forestry 
nation through the International Forestry 
Partnerships Program. 


As aresult of the dramatic turn of events 

in the global economy and given the many 
other factors that affect the expected result, 
some short-term declines in offshore exports 
have been encountered. However, long- 
term economic analysis suggests that global 
markets and economies will rebound and 
NRCan’s long-term performance targets will 


be fully met. 


Geoscience stimulates exploration for 
energy and minerals (met): Energy and 
mineral resources have been the backbone 

of Canadian economic development, but 
reserves are declining. Economic studies have 
shown that each $1 million of geoscience 
leads to $5 million of industry exploration 
and $125 million of mineral resources. 
Canada’s competitors — particularly the 

US., Australia and Mexico — are increasing 
geoscience expenditures to add to their 
reserves. Through the Geoscience for Energy 
and Minerals Program (GEM), NRCan 
recently increased geoscience spending in the 
North but this only partially addresses the 


reserves gap with competing nations. 


The results of NRCan’s geoscience work 
have led to increased investment in mineral 
and energy exploration by others. For 
example, targeted geoscience work led to: 
private stakeholder expenditures in excess 
of five times the program investment in the 
Flin Flon mining camp; the first offshore 
Labrador Sea land sale since 1983 took 
place in summer 2008 which raised the 
total commitment of $186 million of 


which $130 million was bid by Husky Oil; 
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and a successful bid by BP Canada Energy 

of $1.2 billion for license blocks in the 
Beaufort Sea in June 2008. This is the largest 
exploration commitment in the history of the 
Canadian petroleum industry. 


Domestic and international energy policy 
(mostly met): While not immune to the 
impacts of the economic slowdown, energy 
remained a major pillar of the Canadian 
economy in 2008-09. The energy sector 
accounted for 6.8 percent of Canada’s GDP 
in 2008 and provided over 277,000 well- 
paying skilled jobs. Canada's energy exports 
grew to $128.4 billion (representing 

26.6 percent of total merchandise 

exports, with a balance of energy trade of 
+$75.5 billion). NRCan provided analysis 
and advice to support the sustainable 
development of Canada’s energy sector, 
promoting policies to keep the sector 
internationally competitive and economically 
productive. Energy plays an important 

role in Canada’s international relations 

and NRCan represented Canada’s energy 
interests through multilateral fora such as 
the G8 and International Energy Agency. 
The department also helped strengthen 
Canada’s key energy relationship with the 
US., particularly through the Canada-US. 
Consultative Mechanism and the North 
American Energy Working Group. Canada 
strengthened its energy dialogues with 
Europe and China and has been increasingly 
engaged in India and the Americas. 2008 saw 
new emphasis placed on producer-consumer 
dialogue through the ministerial Jeddah 

and London Energy Meetings. NRCan 

also worked with provinces, territories, and 
stakeholders toward greater policy alignment 
and cooperation. At the 2008 Council of 
Energy Ministers meeting in Saskatoon, 
federal, provincial and territorial ministers 
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discussed the challenges and opportunities 

of global energy markets, energy efficiency, 
energy technology and adaptation to climate 
change. In addition, NRCan authored the 
Economic Scan of Canada’s Energy Sector —a 
major study in 2008 by the multi-stakeholder 
Energy Sector Sustainability Table. 


Petroleum resources policy and regulations 
(met): NRCan aims to ensure a fair, efficient 
and globally competitive oil, natural gas 

and petroleum products. To that end, the 
department worked on providing timely, 
reliable, and relevant regulatory advice and 
information as well as effectively managing 
regulatory projects and responsibilities. 

Key initiatives included advancing the 
Mackenzie Gas Project; moving several 
pipeline certificates through the process (e.g., 
TransCanada Alberta System, Redwillow, 
and SouthPeace); completing the proposed 
Drilling and Production Regulations under 
the Frontier and Offshore Regulatory 
Renewal Initiative; and the renewal of the 
Northern Pipeline Agency. 


Electricity and renewable resources policy 
(mostly met): An adequate, reliable and 
secure electricity system with minimal 
environmental impacts is key to long-term 
economic prosperity. In this regard, NRCan 
plays an important role in fostering electric 
reliability in Canada. With counterparts in 
provincial, U.S., and Mexican governments 
as well as Canadian associations and 
industry, NRCan continued to support the 
implementation of a policy and regulatory 
framework of mandatory and enforceable 
reliability standards. The department co- 
chairs Trilateral Reliability Meetings with 
the U.S., Mexico, and provinces that act as 

a mechanism to facilitate North American 
coordination on reliability related standards, 
as well as other reliability related issues as 


they arise. In order to coordinate and resolve 
Canadian reliability issues and concerns, 
NRCan also meets regularly with the Federal- 
Provincial-Territorial group, the North 
American Electric Reliability Corporation, 
and the Canadian Electricity Association. 

In addition, NRCan is working to address 
Canadian concerns and to facilitate further 
Canada-US. cooperation on the issue of 
electricity grid physical and cyber security. 


Renewable energy will play an increasing role 
in Canada’s electricity mix. The Government 
established an objective that 90 percent 

of electricity produced in Canada be non- 
emitting by 2020 and has targeted reducing 
Canada's GHG emissions by 20 percent 
from 2006 levels by 2020. NRCan has been 
assessing the role of renewable energy within 
that context as well as options, including the 
future of the eceoENERGY for Renewable 
Power Program, which by March 2009, 

had supported the deployment of 2700 
megawatts of renewable power capacity. 

In addition, NRCan undertook analytical 
work toward the development of the 
proposed clean air regulatory framework and 
consulted stakeholders on an enabling policy 
framework for wind power in Canada. 


Nuclear energy is a key element in attaining a 
robust electricity system. NRCan’s objectives 
are to support the strict, science-based 
regulations of domestic and international 
nuclear activities while promoting 
international cooperation. To that end, 
NRCan, Health Canada and AECL have 
been working hard at ensuring the effective 
management of the isotope supply chain, 
now and for the future (see Section I — 

Risk Analysis). At Canada’s request, the 
OECD’s Nuclear Energy Agency hosted 

an international workshop on this topic 
involving experts in the public and private 
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sectors from 18 countries and international 
organizations. This workshop was highly 
successful in identifying key measures to 

be addressed as well as longer term security 
of supply issues. Also during 2008-09, 

the Minister approved the Nuclear Waste 
Management Organization’s funding formula 
related to the long-term management of 
nuclear fuel waste. 


A review of AECL was launched in 
November 2007 as part of the Government 
of Canada’s due diligence and commitment 

to good governance and responsible 
management. Its purpose was to determine 
whether AECL’s current structure best equips 
its employees, and ultimately the Canadian 
nuclear industry, to participate fully in the 
expanding global nuclear market. It studied 
several factors: the need to control costs, to 
maximize Canadian taxpayers’ return on their 
investment and to optimize opportunities 

for the Canadian nuclear industry. The 
review engaged a wide range of stakeholders 
and involved external financial evaluation 

of the Corporation and market conditions, 
legal and policy analysis of restructuring, 

and careful study of the impacts of possible 
options on business prospects. 


Benefits to Canadians 


How Canada harnesses and uses its natural 
resources has a significant impact on 
economic competitiveness, the health of the 
environment and the overall quality of life 

of Canadians. The natural resource sectors 
have been an engine of economic growth 

and job creation for generations. By working 
with these sectors and other key stakeholders, 
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NRCan has made an important contribution 
to competitiveness and sustainability. The 
department also worked to create synergies 
among Canada’s assets — i.e., knowledge of 
the natural resource base (GEM), innovation 
and expertise (e.g., FPInnovations), and key 
systems (e.g., regulation, policy, trade). 


Lessons Learned and 
Corrective Actions 


With the global downturn, economic 
stimulus became an important priority in 
fiscal year 2008-09. Yet, this changing context 
also reinforced the need for NRCan to 
continue its efforts to strengthen the long- 
term competitiveness of Canada’s natural 
resource sectors through new measures 

and renewed efforts. As several successful 
forestry programs were due to sunset, actions 
were taken to secure funding through 
Canada’s Economic Action Plan for their 
continuation and expansion. The renewed 
program funding ($170 million) will further 
NRCan’s support for market diversification 
and innovation efforts and contribute to 

the long-term competitiveness of Canada’s 
forest sector. In addition, more analysis is 
planned for 2009-10 to better understand 
the real economic potential for bioenergy 

as well as new transformative technologies 
for the industry of the future. As well, 
recommendations from program evaluations 
with respect to improved performance 
measures will be fully implemented 

in 2009-10. 
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Program Activity 1.2: Natural Resource-based 


Communities 


1.2 Natural Resource-based Communities 


Expected Result: 


Increased knowledge, skills and capacity to 

benefit from the evolving natural resource economy 
within resource-based communities (both Aboriginal 
and non-Aboriginal) 


e« Change in community access as a 
result of NRCan knowledge, tools 
and practices generated by NRCan 

programs (annual) 
'e Rate of Aboriginal and 
Non-Aboriginal employment (annual) 
'« Rate of Aboriginal and Non-Aboriginal | 
business opportunities (annual) 


| Performance Indicators: 


| Target: Positive trend 
Performance Status: 
Mostly met 


Performance Analysis 


In recent years, access to a sufficiently large 
highly-skilled workforce has become a key 
element of success in the natural resources 
economy. The department’s activities related 
to increasing knowledge, skills and capacity 
respond to this need, helping to ensure a 
strong foundation for economic growth. 


Due to the economic slowdown, overall 
employment in the natural resource sectors 
decreased by 3.4 percent since 2007. 
Resource communities have been particularly 
affected by the recession through mill and 
mine closures and associated job losses. This 
said, employment statistics indicate that 
Aboriginal people accounted for 7.5 percent 
of Canada’s mining workforce. As well, it is 


NRCan Priority: 
« Enhancing Canada’s 
forest sector 

competitiveness 


Spending 


Planned 29.6 130 
Total Authorities 25.4 
Actual 


Government of 
Canada Outcome: 


¢ Strong Economic 
Growth 


important to note that resource-based jobs, 
which counted in the hundreds of thousands 
even during a period of recession, provided 
above-average salaries to Canadians working 
in these sectors. 


Along with its partners, NRCan delivered 
programs that helped develop knowledge 
and strategies that will enable communities 
to adjust and capitalize on emerging 
opportunities. In addition to its existing 
programs, NRCan led in the design of 

the new Community Adjustment Fund, 
which will be delivered by the Regional 
Development Agencies, Industry Canada and 


INAC. 
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In summary, the department mostly met its 
expected result under this program activity. 


Program Activity Analysis 


Minerals and metals in support of 
communities (met): Communities 
potentially benefit from mining operations 
depending on their proximity to existing and 
potential mines. Mining operations provide 
employment and other socio-economic 
benefits to numerous communities including 


Aboriginal communities. In 2008-09, NRCan 


participated in the annual Federal-Provincial- 
Territorial Mines Ministers Conference 
which focused on skills and capacity 
shortages as a priority. The department also 
worked closely with the Mining Industry 


Human Resource Council and other partners - 


to develop an HR guide for communities 

as an aid to help communities build their 
capacity and take advantage of employment 
and other opportunities in exploration 

and mining. In cooperation with NRCan 
partners, a completed Industry HR Guide for 
Aboriginal communities was developed and 
issued. Working with DFAIT, the Mining 
Information Kit for Aboriginal Communities 
was adapted for use in Peru, Mexico and 
Ecuador. A compendium of case studies 

and lessons learned related to Aboriginal 
engagement in mining was developed. In 
addition, NRCan worked with ministerial 
stakeholders on a feasibility study examining 


joint approaches to address skills and capacity 


issues faced by key resource sectors. 


Finally, the department supported the 
economic viability of mining communities 
by developing mining, processing and 
environmental technologies that increases 
the availability of minerals and metals. 

In 2008-09, NRCan conducted research to 
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ensure the capability for safe exploitation 
of deep mineral deposits and developed a 
bioleaching process for low grade nickel 
deposits that will extend ore reserves in 
mining regions. 


Forest-based communities (mostly met): 
Through its Forest Communities Program 
(FCP), (originally the Model Forest 
Program), the department supported 11 
community-level stakeholder partnerships 
across Canada and helped link them at 

a national level through support for the 
Canadian Model Forest Network. In 2008- 
09, the FCP’s first full year of operation, 
program recipients focused on building and 
strengthening local partnerships, thereby 
achieving increased participation and 
support from non-traditional forest sector 
partners, including municipalities, the energy 
sector and economic development agencies. 
Program recipients initiated more than 

200 projects aimed at developing knowledge 
and strategies that will enable communities 
to adjust to forest sector transition and 
capitalize on emerging forest-based 
economic activities. In addition, multi-year 
national projects were launched to develop 
indicators for assessing the ability of forest- 
based communities to respond to changes 

in the forest sector, and to advance the 
implementation of pilot projects on valuation 
of ecological goods and services from forests. 


The forest remains an important resource 
for the majority of Aboriginal communities 
located in Canada’s forest regions. The First_ 
Nations Forestry Program (FNFP), jointly 
funded and administered by NRCan and 
INAC, supports capacity-building projects 


that assist First Nations to sustainably 


manage forest resources and to participate 
in forest-based economic activities, both 


on and off reserve. In 2008-09, the FNFP 

* supported more than 130 projects at the 
community level and helped facilitate 
development of regional-scale projects. The 
program published an update of the popular 
“Success Stories” and released the quarterly 
“E-News” with stories on Aboriginal forestry. 
NRCan also worked closely with INAC and 
other federal departments and agencies on 
the development of the federal Aboriginal 
Economic Development Framework 

to ensure alignment of activities with 
government priorities; this has resulted in a 
slight delay in the development of succession 
programming. 


Benefits to Canadians 


The natural resource sectors are among the 
largest employers in Canada, providing 
high-quality jobs for roughly 850,000 
Canadians in urban and rural regions. They 
are also among the largest private sector 
employers of Canada’s Aboriginal peoples. 
They create new business opportunities and 
are the economic foundation of hundreds 
of small and large communities across the 
country. NRCan worked with partners 

and stakeholders to stimulate economic 
development and support resource-based 
communities in transition. 


Lessons Learned and 
Corrective Actions 


As the effects of the recession became 
evident in resource-based communities, 
NRCan played a key role in the development 
of the $1 billion Community Adjustment 
Fund announced in Canada’s Economic 
Action Plan. This Fund, to be delivered by 
the Regional Development Agencies, IC and 
INAC, will mitigate the short-term impacts 
of restructuring in communities by helping 
to create employment opportunities, foster 
economic development, promote economic 
diversification and encourage science and 
technology initiatives. NRCan recognizes 
the need to integrate program activities with 
other departmental activities — especially 
within the S&T program — as well as to 
clarify expected results and strengthen 
performance measurement. To better deliver 
on this program activity, a new program 
framework is being developed to clarify 

the focus of the programs and the expected 
results, and to strengthen performance 
measurement. 
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Strategic Outcome 2: Canada is a world leader on environmental responsibility in the development 


_ and use of natural resources 


_ Performance Indicators: 

_¢ Extent of NRCan knowledge in 
natural resources management and 
land-use decisions (annual) 

_e Percent rate of Canada’s 
environmental performance 
compared to other countries 
(quinquennial) 


Target: Positive trend 


Performance Status: 
~ Met all 


Performance Summary 


nergy production in Canada 


continued to make significant 

contributions to the country’s 

economy, despite the drop-off of 

commodity prices beginning in 
July 2 2008. However, the use and production of 
this critical resource are also the sources of the 
majority of air pollution and greenhouse gas 
(GHG) emissions in the country. Addressing 
climate change and air quality through science 
and technology and adaptation is therefore a 
priority for the department. 


To further advance Canada’s position as 

a clean energy producer, steps were taken 

to reduce the GHG emissions intensity of 
energy use and to increase energy efficiency 
in various sectors. The department took a 
leadership role in carbon capture and storage 
technology as well as other clean energy 
research development and demonstration 
projects through the $1-billion Clean Energy 
Fund announced in Canada’s Economic 
Action Plan. These actions helped ensure that 
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Spending $M FTEs 
_ Planned 788.6 1,799 
- Total Authorities 840.8 
_ Actual TOTES 


Government of 
Canada Outcome: 


e A Clean and 
Healthy 
Environment 


the Canadian energy resources portfolio is 
balanced and diversified, with great potential 
for further supply development. 


When comparing Canada’s environmental 
performance to other countries, data from 
the OECD International Energy Agency 
2008 Statistics shows that Canada reduced 
its GHG emissions intensity by 12.4 percent, 
while the average OECD country GHG 
emissions intensity decreased by 10.2 percent 
over the same period, and this despite 
Canada’s energy-intense industrial structure. 


With respect to natural resource management 
and land-use decisions, performance 
information shows that NRCan knowledge is 
being used by other government departments 
and stakeholders more than ever. For 
example, NRCan’s responsible management 
of radioactive waste is even more critical 
given the growing interest in expanding 
nuclear energy in Canada. The demand is 
expected to rise steadily over the next decade. 
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Program Activity 2.1: Clean 


2.1 Clean Energy 


Expected Result: 


Increased energy efficiency, increased production 
of low-emission energy, and reduced environmental 
impacts associated with energy production and use 


Performance Indicators: 
e Percent rate of improvements in 
energy efficiency (quinquennial) 
e Percent change of improvements in 
GHG emissions intensity (annual) 
e Percent rate of improvements in 
other select air emissions intensities 
(annual) 


Target: Positive trend 


Energy 


Spending 


Planned 
Total Authorities 
Actual 


NRCan Priorities: 


« Addressing climate 
change and air 
quality through 

science, technology 

and adaptation 


e Advancing Canada’s 
resource interests 
and sustainability 
efforts in the 


Americas and 


Performance Status: 
Met all 


Performance Analysis 


According to Environment Canada’s 2007. 
Greenhouse Gas Inventory, Canada’s GHG 
emissions intensity increased 1.3 percent 
from 2006. However, the longer-term trend 
seen from 1990 to 2006 was a 21.1 percent 
decrease in GHG emissions intensity. In 
addition, overall energy efficiency improved 
by an estimated 15.8 percent (National 
Energy Use Database). In 2008, 814 million 
litres of ethanol (1.9 percent of total gasoline 
sales) and approximately 85 million litres of 
biodiesel (0.3 percent of total diesel sales) 
were produced, giving Canadian energy 
consumers greater access to alternative 
forms of clean energy. The change in energy 
use between 1990 and 2006, with and 
without energy-efhiciency improvements, 
demonstrates a positive trend in energy 
efficiency (see graph next page). 


globally 


$M FTEs 
562.0 1,307 
611.5 
536.6 


Government of 
Canada Outcome: 
¢ A Clean and 

Healthy 

Environment 


In summary, the department met its expected 


result under this program activity. 


Program Activity Analysis 


Materials for production and transportation 


of energy and energy-efficient vehicles 
(met): CANMET’s Vehicle Structural 
Materials Program, NRCan and partners 


developed advanced materials, technologies 


and processes that improved energy efficiency 


and enabled clean energy systems through 
S&T. This research will enable the next 
generation of vehicles to be stronger and 


lighter and therefore contribute to the 


reduction of GHG emissions associated with 


the combustion of fossil fuels. Performance 


information indicates that NRCan continues 
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Energy Use Index with and without Energy Efficiency Improvements, 
1990-2006 
(Index 1990=1.0) 
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Source — National Energy Use Database 


to attract clients for knowledge as evidenced 
by the number of universities and other 
organizations seeking contracts for access to 
this knowledge which has remained within 
0.02 percent over the past two years. 


In addition, the department continued 
research with respect to the GEN IV nuclear 
reactor program. Eight projects were started 
during the reporting period. 


Domestic and international clean energy 
policy (mostly met): NRCan provides expert 
advice, analysis and leadership on key issues 
related to its mandate in support of Canada’s 
efforts to reduce environmental impacts of 
energy production and use, including climate 
change. To that end, NRCan supported the 
development and implementation of clean 
energy policy and programs, climate change 
and air pollution regulatory policies, and 
energy technology deployment. NRCan 

also supported the Horizontal Management, 
Accountability, and Reporting Framework 
which provides performance and financial 
reporting on the Clean Air Agenda. In 
addition, the department worked closely 
with Environment Canada (EC) to provide 
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analysis and policy input for the development 
and articulation of Canada’s positions and 
policies on international climate change, 
both inside and outside the United Nations 
Framework Convention on Climate Change. 
The long-term trend for GHG intensity is 

a decline of 21.1 percent since 1990 and 
NRCan is supporting the development of 
policies and programs designed to continue 
this trend. Although Canada's GHG intensity 
increased by 1.3 percent from 2006 to 2007, 
such year-over-year variations often reflect 
temporary phenomena, such as weather 
patterns and the management of electricity 
generation capacity (e.g. nuclear outages and 
low hydro levels can serve to increase the 
share of fossil fuel generation in a given year). 


Renewable energy programs (exceeded): 
Since program inception in April 2007, 

the ecooENERGY for Renewable Power 
Program has registered 234 projects 
representing 11,500 megawatts (MW) of 
capacity. As at March 2009, 51 contribution 
agreements had been signed with proponents 
representing about $900 million in federal 


funding over 10 years and 2700 MW of 
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renewable power capacity. Also as at March 
2009, the eeoENERGY for Renewable 

Heat Program had received 720 funding 
applications from industrial, commercial 
and institutional sectors to install solar 

air and solar hot water systems and signed 
466 contribution agreements with eligible 
recipients, representing about $10 million in 
federal commitments. In addition, it signed 
contribution agreements with 11 partners 
(utilities, developers and buyers groups), 
representing about $6.1 million in funding 
commitments, to run pilot projects that test 
ways to deploy solar hot water systems in the 
residential sector. 


Energy S&T (met): Working with other 
federal, provincial, industry and academic 
partners, NRCan undertakes projects 

and activities in clean energy systems for 
buildings and communities; clean electric 
power generation; clean energy systems 

for industry; clean transportation energy; 
environmentally sustainable oil and gas 
development; and bioenergy. Given that a 
suite of eight new clean energy projects under 
the ecoENERGY Technology Initiative was 
announced late in the 2008-09 fiscal year, 
some contribution funds were transferred for 
delivery in fiscal year 2009-10. 


A sample of notable projects during the 

reporting period includes the following: 
Providing the technical support for 
the development of a second national 
electrical interconnection standard 
Canadian Standards Association C22.3 
No. 9 “Interconnection of distributed 
resources with electricity supply 
systems’; this standard is paving the 
way for the deployment of distributed 
electricity sources across Canada; 

» Using NRCan expertise, the ISO 1611 


standard — which is required for the safe 


shipment of hydrogen stored in metal 
hydride assemblies — was published 
under a U.N. sub-committee that deals 
with the transportation of dangerous 
goods; prior to this standard, shipping 
hydrogen storage assemblies was very 
costly and time consuming; 


- NRCan helped develop the world’s first 


SolarWall* photovoltaic (PV) thermal 
hybrid system showcased at the Beijing 
Olympic Village; this is one of the first 
commercially viable hybrid solar systems 
producing both electricity and heat 
energy from the same surface area, and 
generating 200-300 percent more energy 
than a conventional PV system and 
maximizing GHG emission reduction; 
and 

NRCan was instrumental in the early 
stages of the Dockside Green Project 
—a planned harbour front community 
in Victoria, British Columbia — one of 
only nine projects in Canada to have 
received the Leadership in Energy and 
Environmental Design (LEED) platinum 
certification and which received the 
highest LEED platinum rating of any 
project in the world. It garnered many 
awards including the Environmental 
Top Ten Green Project for 2009 by the 
American Institute of Architects. The 
project reduced GHG emissions during 
construction, reduces water use by 65 
percent and energy use by 55 percent 
(relative to the Canadian Model National 
Energy Code). NRCan is leading 

a similar integrated design process 

for net zero energy LEED Platinum 
buildings for NRCan’s new laboratories 
at McMaster University in Hamilton, 
Ontario, designed for 70 percent energy 
savings and over 20 percent renewable 


energy supply. 
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Energy efficiency and alternative 
transportation fuels (met): Canadians 
spent about $155 billion in 2006 (latest 
year for which data are available) on energy 
to heat and cool their homes and buildings 
and to operate their appliances, vehicles 
and industrial processes. This amount 
represents 14.1 percent of the country’s GDP. 
Even though the delivery of some outputs 
(i.e., workshops) was somewhat less than 
anticipated due to the economic slowdown, 
overall, the suite of programs is on track to 
meet or even exceed expectations. 


The goals of the ecoENERGY suite of 
energy efficiency promotion programs and 
regulatory improvements are to support 
continued progress in the energy efficiency of 
all sectors and to increase production and use 
of alternative transportation fuels in Canada. 
For rane during fiscal year 2008-09: 
ecoENERGY Retrofit provided grants 
to 94,000 homeowners and signed 279 
contribution agreements with small and 
medium sized organizations; 
ecoENERGY for Buildings and Houses 
labelled more than 11,500 new homes 
and 257,000 existing houses and led 
technical support workshops for more 
than 1800 building and 4300 housing 
professionals; 
ecoENERGY for Industry increased 
energy efficiency in industrial facilities 
through information sharing, workshops, 
and site assessments; 
ecoENERGY for Fleets led 12 fuel 
management workshops, with 170 
participating fleets, to promote greater 
uptake of transportation energy 
efficiency practices; 
ecoENERGY for Personal Vehicles 
delivered the Auto$mart fuel efficient 
driving initiative, with its training 
materials used by over 440,000 new 
drivers; 
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ecoENERGY for Biofuels received 46 
applications and signed 22 contribution 
agreements representing a total 
commitment of $938 million and a 
volume of 1.63 billion litres of biofuels; 
and 

ecoENERGY for Equipment drafted 
amendments to Canada’s Energy 
Efficiency Regulations (published in 
December 2008) which prescribe seven 
new minimum energy performance 
standards and increase the stringency of 
existing standards for four products. 


Additional performance information on 
these programs can be found in the 2007-08 
Report to Parliament - Energy Efficiency and 


Treasury Board Secretariat web site. 


Benefits to Canadians 


Energy production is a driving force of the 
Canadian economy, contributing 6.8 percent 
to Canada’s GDP and supporting roughly 
277,000 jobs. NRCan helped Canadians 
improve energy conservation and energy 
efficiency in every sector of the economy 
(e.g., homes, commercial buildings, vehicles), 
accelerate the development and market 
readiness of technology solutions to reduce 
environmental impacts associated with the 
production and use of energy; and increased 
the production of low-impact renewable 
energy. These technologies and programs also 
encouraged Canada’s clean energy industries 
to access rapidly growing international 
markets for new technologies, thereby 
creating new jobs and economic growth 
while providing new technology choices for 
energy consumers to reduce energy use and 
operating costs. 
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Lessons Learned and 
Corrective Actions 


The performance of clean energy programs 
was closely monitored throughout the 

year and a new “dashboard” was developed 
to show the status of funding availability 
and interest in several programs (e.g., 
ecoENERGY-Biofuels, Renewable Power 
and Retrofits). This system of intense 
monitoring identified a potential funding 
shortfall early in program operations and 
the department developed a successful $300 


Retrofit-Homes program in Canada’s 
Economic Action Plan. A new $1 billion 
Clean Energy Fund was also funded 
through Canada’s Economic Action Plan 

to provide greater support for clean energy 
research and technology development and 
deployment. These and other measures will 
help keep high-quality jobs in Canada, drive 
innovation, and strengthen Canada’s resource 
competitiveness — better positioning the 
country for economic recovery. 


million proposal to expand the eeoENERGY 


Program Activity 2.2: Ecosystem Risk Management 


2.2 Ecosystem Risk Management 


Expected Result: 


Canada understands and mitigates risks to 
natural resource ecosystems and human health 


Performance Indicators: 

Extent to which NRCan initiatives 

support standards for safety 

and environmental protection 

(annual) 
Extent to which NRCan knowledge 
mitigates risks to the ecosystem 
(annual) 


Target: Positive trend 


Performance Status: 
Met all 


Spending $M FTEs 
Planned 226.6 492 
Total Authorities 229.3 
Actual 164.5 


Government of 
Canada Outcome: 
« A Clean and 

Healthy 

Environment 


NRCan Priorities: 


¢ Enhancing Canada’s 
forest sector 
competitiveness 


e Advancing Canada’s 
resource interests 
and sustainability 
efforts in the 

Americas and 

globally 
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Performance Analysis 


Performance information shows that there 
is a positive trend in the use of NRCan 
information by other levels of government 


and stakeholders to make informed decisions. 


Over the past decade, there has been a 
significant increase in the number of projects 
undergoing environmental assessment — 
both major projects in the Major Projects 
Management Office and other projects — and 
despite the recent economic uncertainty, 

this growth in the number of projects is 
anticipated to continue to increase over the 
next decade. There was also an increase in 
the number of formal agreements with other 
government departments — particularly Parks 
Canada, Health Canada, Canadian Space 
Agency, and Environment Canada — and 
provinces and territories to advance shared 
objectives; the real cash value and the in-kind 
contribution of these agreements were valued 
at $1,439,000 and $785,000 respectively. In 
addition, NRCan knowledge was used to 
meet legislated and policy obligations related 
to, for example, the Metals Mines Effluent 
Regulations, the Canadian Environmental 
Assessment Act, the Canadian Environmental 
Protection Act, and the Species at Risk Act. 
Finally, evidence shows that there was a 
dramatic increase in Internet downloads 
when compared to the previous fiscal years, 
for example, a 60-percent increase for the 
Carbon Budget Model. This sophisticated 
technology was adopted by Russia and 
Mexico, which demonstrates Canada’s 
international leadership and influence in this 


field. 


In summary, the department met its expected 
result under this program activity. 
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Strong environmental performance 

in minerals and metals (met): NRCan 
provides expertise ensuring that sound 
scientific information formed the basis for 
government policies, decisions, regulations 
and other protection measures pertaining to 
the natural resource sectors. Departmental 
research as part of its new Green Mining 
Initiative focused on four main themes: 
footprint reduction; innovation in waste 
management; ecosystem risk management; 
and mine closure and rehabilitation. Work 
included the development of scientifically- 
based technologies and guidelines for the 
prediction, treatment, prevention and 
control of acidic drainage; elimination 

of contaminated water; and provision of 
scientific advice on initiatives to improve 
sustainable development performance and 
reporting. NRCan developed a five-year 
strategic and communication plan to transfer 
green mining S&T more widely. 


Canada’s forest ecosystems (met): NRCan 
provided the scientific knowledge of 
Canada’s forest ecosystems that supports 
decision-makers’ need to balance economic 
competitiveness with environmental 
integrity. In 2008-09, NRCan continued to 
produce authoritative reporting for decision- 
makers and to fulfill Canada’s reporting 
obligations. For example, as Canada is the 
steward of 10 percent of the world’s forests, 
international agreements on GHG emissions 
require Canada to enhance its understanding 
of the role and response of its forests to 
climate change. Agreements, such as the 
United Nations Framework Convention 


on Climate Change, also oblige Canada 
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to meet stringent international reporting 
requirements. NRCan also provided scientific 
expertise for the implementation of the 
Species at Risk Act by producing conservation 
guidelines for the Newfoundland Pine 
Marten to ensure adequate habitat for 
survival of the species while allowing 
sustainable forest management to continue. 
Similar work was done by NRCan scientists 
to support the recovery of woodland caribou 
in the boreal forest. The department also 
produced an authoritative and updated 

map of Canada’s boreal forest to reduce 
uncertainties in describing the boreal zone 
and its forests. 


Geosciences are used to understand 
environmental performance (met): NRCan 
provided expert advice to provincial and 
federal departments with respect to the 
implementation of legislation including the 
Canadian Environmental Protection Act and 
the Canadian Environmental Assessment 
Act; informed federal decisions to remove 
land from development (e.g., Nahanni 
National Park Reserve); and contributed 
the scientific knowledge necessary to 
mitigate geo-environmental impacts of 
economic development thereby facilitating 
environmental assessments and improving 
Canada’s regulatory performance. Moreover, 
the department worked closely with several 
provinces to ensure the sustainability of 
Canada’s groundwater. 


The use of NRCan assessments and 

expertise is demonstrated by a record of 
accomplishments with other government 
departments. This includes the federal 
government's Water Availability Indicators, 
recommended by the National Roundtable 
of the Economy and the Environment, and 
the National Water Atlas. With respect to the 
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complex Paskapoo aquifer system in Alberta, 
Environment Canada stated that NRCan’s 
work “...is certainly a strong contribution to 
hydrogeology in Canada and a fine example 
of applying geological science to improve 


understanding of groundwater.” 


Radioactive waste management (met): 
NRCan’s radioactive waste management 
programs are designed to mitigate risk to 
the environment and human health. For 
example, NRCan worked with other levels 
of government on the remediation of the 
historic waste located in Tulita, Northwest 
Territories. Through the Nuclear Legacy 
Liabilities Program, risks and liabilities at 
AECL sites were reduced by continuing 

the decommissioning and dismantling of 
shutdown nuclear infrastructure at Chalk 
River Laboratories (CRL) in Ontario, and 
Whiteshell Laboratories in Manitoba, 

and the management and treatment of 
legacy waste. NRCan also continued 
planning for future decommissioning and 
waste management work by completing 
environmental assessments for projects such 
as the fuel packaging and storage facility at 
CRL to improve storage conditions for legacy 
reactor fuel waste, and the decommissioning 
of the Underground Research Laboratory in 
Manitoba. 


Benefits to Canadians 


Canadians are concerned about 
environmental changes, air pollution, 

water quality and water use issues and the 
ensuing adverse effects on human health and 
quality of life. To address these concerns, 
the department spearheaded initiatives to 
help Canadians better understand potential 
risks to ecosystems and identify methods 
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to reduce environmental impacts. Based on 
departmental expertise, critical resources, 
such as groundwater, are also better protected 
for all Canadians. 


Lessons Learned and 
Corrective Actions 


Experience acquired through 2008-09 

has shown that providing certainty in 
regulatory timelines when combined with 
the increasing number of environmental 
assessments is straining expert capacity. 
NRCan is currently considering options 

to manage the risk associated with this 
situation. Moreover, the department intends 
to focus more on developing mitigation 
approaches to the environmental impacts 
of development plans, rather than simply 
identifying impacts. This redesign is based 
on the recognition that improving Canada’s 
regulatory performance requires publicly 
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accessible information that documents how 
environmental impacts can be mitigated. 
With respect to groundwater geoscience, the 
focus will now be on the completion of the 
inventory and assessment of Canada’s key 
aquifers; this, combined with a 10-percent 
increase in program resources, will reduce 
the projected completion date. NRCan is 
examining options to increase the pace of this 
research to ensure that Canadians have an 
adequate scientific knowledge base to make 
informed decisions to deal with the growing 
pressures on water resources. Regarding the 
recovery and handling of legacy waste, the 
decommissioning of shutdown infrastructure 
and the management of affected lands is 
being incorporated in the planning for future 
Nuclear Legacy Liabilities Program projects 
and activities to enhance the efficiency and 
effectiveness of the program. 
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Strategic Outcome 3 


Performance Summary 


nsuring the safety and security of impacts and adaptation. In turn, this 
Canadians is a fundamental role of knowledge contributed to the effective 
government. An important governance of Canada and strengthened the 
component of national safety and safety and security for all Canadians. 
security is the ability to respond to 
climate change and manage hazard risks, 


In addition to geoscience knowledge, 
NRCan’s leadership in forest sustainability 


which are growing challenges facing all 
and mining health and safety played a pivotal 


countries. Through ongoing initiatives and 
collaborative work with national and 
international stakeholders, NRCan 
contributed to generating important 


role in developing science-based options for 
mitigating and adapting to natural and man- 
made hazards and risks. 


geoscience knowledge on climate change 
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Program Activity 3.1: Adapting to a Changing 
Climate & Hazard Risk Management 


Performance Analysis 


Evidence shows that there has been a leading source of adaptation information 
significant uptake of NRCan geoscience by in government, industry and institutional 
federal, provincial and territorial leaders, presentations. Numerous media contacts 
community planners, transportation demonstrate not only the public interest in 
managers, hydro-electric utilities, farmers, NRCan programs on natural hazards but 
agricultural planners, and protected also the usefulness of the information to 
area managers for information related to the media and the general public and that 
climate change impacts and adaptation. NRCan is reaching target audiences. 


The milestone report, From Impacts 


to Adaptation: Canada in a Changing In summary, the department met its expected 
Climate, 2007, has been distributed to 5200 result under this program activity. 

Canadians since its publication in March 

2008, and is frequently downloaded from 


the internet. This important report is a 
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Program Activity Analysis 


Mining, infrastructure and explosives safety 
and security (met): NRCan continued 

to optimize the safety and security of 
workers and the public through the effective 
regulation of the manufacture, storage, sale 
and possession of explosives and fireworks 
through a licensing and inspection program, 
as per the Explosives Act. To that end, 2008- 
09 results include the coming into force 

of new explosive precursor regulations on 
essential components that could be used 

to make explosives; revisions to user fees 

to appropriately reflect the current costs 

of delivering the regulatory program; full 
implementation of the Restricted Components 
Regulations by continuing enrolment of 
vendors of all chemicals restricted under the 
regulations and undertaking compliance 

and enforcement activities; moving forward 
with the Explosives Security Partnership 
with industry partners to strengthen 
explosives security so that access is limited 

to legitimate users; and contributing to the 
2010 Vancouver Olympics security through 
participation in various emergency planning 
activities. Performance information shows 
that explosives are being used more safely and 
by the appropriate people as evidenced by the 


number of accidents and the decline in thefts. 


Through its Pipeline Research Program, the 
department conducted research to improve 


the integrity of new and existing pipeline 
infrastructure, and for emerging energy 
pipelines associated with new fuels. Other 
work included participating in all Canadian 
Standards Association (CSA) mining health 
and safety standards committee meetings 
and completing a review of new standards to 
ensure that Canadian mines operate with a 
high level of safety. 


Outcome 


| 


Forest disturbances (met): In collaboration 
with the Canadian Council of Forest 
Ministers, the department worked with 
provincial and territorial partners to 

help mitigate threats to public safety and 
infrastructure through the development 

of national strategies such as the National 
Forest Pest Strategy (NFPS) and the 
Canadian Wildland Fire Strategy. Under 
these strategies, federal, provincial and 
territorial partners have adopted national 
frameworks for risk analysis, which includes 
a comprehensive risk assessment and 
development of response options. Under 
the NEPS, a national survey was held for 
the first time and the results helped NRCan 
set S&T priorities related to approaches to 
dealing with national forest pest strategies. 
Agreements with provinces were put in place 
under the NFPS and the Mountain Pine 
Beetle Program (MPB) to fill key knowledge 
gaps and advance the goal of a national 
coordinated approach for pest management. 
NRCan scientists provided timely scientific 
advice to governments on the probability 
of MPB becoming established in the boreal 
forest. Expertise in fire was also provided to 
the international community, specifically in 
helping the Greek government with wildfire 
management competencies. Additionally, 
NRCan scientists forecasted increased fire 
risk to communities and resources based on 
NRCan-developed regional climate change 
models. 


In addition, the department’s climate change 
scientific research has made significant 

and internationally recognized progress 
towards reducing uncertainties and 
developing adaptation options concerning 
climate change impacts. For example, the 
department produced the science-based 
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report The Importance of Forest Sector 
Adaptation to Climate Change (2008) which 


calls for increased and sustained focus on 


adaptation. 


Science and knowledge are used to help 
Canadians adapt to climate change 

(met): Canadians require knowledge on 

the effects of climate change in order to 
adapt. NRCan conducted studies that assess 
the sensitivity and response of Canada’s 
landmass and coastal areas to a changing 
climate and incorporated this knowledge 
into planning and resource management. 
The department delivered outreach activities 
to help Canadians prepare for and adapt 

to a changing climate by supporting the 
integration of climate change considerations 
into decision-making. For example, the 
department collaborated with Engineers 
Canada to produce the First Engineering 
Assessment Report on the Vulnerability of 
Infrastructure to Climate Change (June 2008) 
and worked with the Canadian Institute of 
Planners in the development of mitigation 
strategies. 


The risks of natural and man-made 

hazards are reduced (met): The department 
contributed to the reduction of associated 
risks by maintaining an “ever-green” directory 
of civil emergency plans and arrangements 
and conducting targeted readiness exercises. 
Moreover, NRCan completed business 
continuity plans for all departmental critical 
and moderate functions. 


To address mandated responsibilities 

under the Emergency Management Act, the 
Comprehensive Nuclear Test Ban Treaty 
Implementation Act, and the Federal 
Nuclear Emergency Plan, NRCan provided 
geographic information to support the 
management of emergencies related 
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to earthquakes, floods, landslides and 
geomagnetic storms. For example, NRCan 
provided maps for emergency situations in 
Canada (e.g., New Brunswick flooding) and 
internationally (e.g., Afghanistan and Haiti). 
In addition, in partnership with the Canadian 
National Committee for Earthquake 
Engineering, the department increased the 
understanding of relevant geoscience for the 
engineering community to be included in the 
next version of the National Building Code 


of Canada. 


Benefits to Canadians 


How the Government of Canada responds 
to the changing climate and manages risks 
from natural and man-made hazards has a 
significant impact on the safety and security 
of its citizens. By developing a greater 
understanding of hazards, NRCan facilitated 
government response in times of crisis 

and informed the development of long- 

term mitigation strategies. Climate change 
research assisted Canadians in understanding 
the effects of a changing climate on their 
communities, infrastructure and way of life, 
thereby facilitating adaptation at various 
levels. 


Lessons Learned and 
Corrective Actions 


During the past year, it was found that 
different jurisdictions have varied capability 
to take in and use available funds for the 
Regional Adaptation Collaboratives. 
Corrective action for 2009-10 will focus 

on providing additional lead time for 
jurisdictions to carry out planned activities, as 
well as earlier validation of progress on work 
and budget requirements. 
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Performance Status: 
Mostly met 2 


In addition, the department plans to place 
increased emphasis on providing a pan- 
Canadian best practices approach to natural 
hazard risk assessment and mitigation, 
concentrating efforts and investment where 
the greatest impact can be realized for 

risk reduction and ensuring that emerging 


needs are adequately addressed. Although 


ome 


T 2008-2009 


much progress has been made, further 
improvements to the government's federal 
regulatory system are required to increase 
Canada’s ability to maximize resources while 
remaining a world leader in proactive and 
precautionary measures. 


Program Activity 3.2: Natural Resources and Landmass 


Knowledge for Canadians 


Performance Analysis 


Performance information indicates that 
NRCan and other government departments 
are on track with the delivery of the 
UNCLOS program, that collaboration is 
well established and that the governance 
model is functioning effectively. There is 


also evidence that the delivery of integrated 
geographic information, services and 
expertise in collaboration with partners is 
provided in a cost-effective manner. For 
example, the GeoConnections program 
provided support for provincial/territorial 
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projects in which the partner agency 


contributed more than the federal program, 
in some cases leveraging a 1:3 contribution. 
With respect to improving the federal 
regulatory system, the Major Projects 
Management Office (MPMO) successfully 
provided overarching management of federal 
regulatory requirements for 41 major natural 
resource projects representing over $100 
billion in potential new capital investment. 
The MPMO also put in place strong project 
management systems and governance 
mechanisms. With respect to statistical 
information, performance information 
shows that all statistical information 
compiled by NRCan met Statistics Canada 
quality standards which are viewed as an 
international best practice. 


Evidence also shows that during the period 
2005-07, R&D investments in the forest 
sector increased by 2 percent while the 

value of shipments (revenues) decreased 

by 14 percent. Thus, the ratio of R&D 
investment to revenues increased by 

12 percent. This confirms that investments in 
innovative products, services and technology 
are assisting in maintaining the sustainability 
of forest firms and communities while 
meeting the requirements of an increasing 
environmental regulatory framework. 
Stronger Canadian leadership in sustainable 
management practices is demonstrated by 
the increasing number of member countries 
joining the International Model Forest 
Network for which NRCan is the secretariat; 
the number grew from 15 in 2006-07, to 19 
in 2007-08, and 31 in 2008-09. 


In summary, the department mostly met its 
expected result under this program activity. 
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Mineral and metals knowledge and 
information (met): NRCan is recognized for 
the excellence of its comprehensive minerals 
and mining statistics and information 
provided to other government departments, 
provinces and territories under the terms 

of various Memoranda of Understanding, 
and to Statistics Canada for use in the 
System of National Accounts. During the 
reporting period, discussions took place 
with stakeholders with a view to enhance 
the current statistical and knowledge 
collaboration with all stakeholders. 


Forest sector innovation system (met): 
NRCan-led national discussions within the 
Canadian Council of Forest Ministers have 
resulted in the development of Canada's 
new forest strategy, A Vision for Canada’s 
Forests: 2008 and Beyond (2008), which 
focuses on climate change and forest 

sector transformation through innovation. 
Moreover, NRCan and partners continued 
to support the structuring of FPInnovations 
and the development of NRCan’s Canadian 
Wood Fibre Centre into a consolidated 
national institute including development 

of the FPInnovations Strategic Plan 2008- 
2010. NRCan coordinated a strategic 
partnership with the Natural Sciences and 
Engineering Research Council (NSERC) and 
FP Innovations that resulted in the launch 
of NSERC’s Forest Sector R&D Initiative 
in 2008. The initiative represents a key 
achievement in increased investment in the 
forest sector innovation system and increased 
collaboration among academic researchers, 
FPInnovations, industry and government 
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scientists and engineers to collectively and 
efficiently advance forest sector innovation 
priorities. 


International influence (met): In 2008-09, 
NRCan continued to exercise international 
influence to promote Canada’s reputation 

as an international leader in forest sector 
sustainability and its strong environmental 
performance in order to maintain 
international market access while advancing 
sustainable forest management standards 
globally. For example, NRCan played the lead 
role in expanding the international network 
of model forests to advance sustainable forest 
management on almost every continent 
with forests across the globe, including the 
implementation of a 3-year African Model 
Forest Initiative to assist in promoting 
sustainable forest management in the Congo 
Basin and Mediterranean regions of Africa. 
In addition, the Canadian and Argentinean 
Model Forest Networks continued their 
multi-year project to develop and apply 
local level indicators of sustainability in 
Argentina’s model forests. Discussions 

to expand the project to model forests 
throughout Latin America are underway. 
NRCan also supported other federal 
departments and agencies by providing 
scientific forestry advice and expertise in 
support of international agreements related 
to the forest sector (e.g., Convention 

on Biological Diversity, Convention on 
International Trade in Endangered Species 
of Wild Fauna and Flora, and the United 
Nations Framework Convention on Climate 


Change). 


Basic infrastructure to support the 
governing of Canada (met): The department 
is mandated to provide the essential legal 
survey framework for Canada Lands as 


defined in the Canada Lands Survey Act that 
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allows for the identification, documentation, 
registration and protection of the spatial 
extent over which land owners and land 
administrators can effectively transfer and 
manage their lands and responsibilities. 
During 2008-09, legal survey services 
provided by the department supported 

51 agreements with other government 
departments across the country. 


In addition, the department is mandated to 
acquire and analyse the scientific information 
to establish the outer limits of Canada’s 
continental shelf and prepare a submission 
to a United Nations Commission before 
the deadline of 6 December 2013. This 
submission, if positively received, will allow 
Canada to gain international recognition 
of its sovereign rights over an area of more 
than 1.7 million square kilometres, beyond 
200 nautical miles, for the exploration and 
exploitation of the natural resources on and 
below the seabed. During 2008-09, NRCan 
carried out several key seismic surveys to 
meet our 2013 submission to the United 
Nations Convention on the Law of the Sea 


(see Section I — Risk Analysis). 


Finally NRCan provided base mapping 

to support Public Safety Canada and 

the Department of National Defence 
requirements such as geo-information on 
critical infrastructure, earth observation data 
and emergency mapping services for events 


such as the 2010 Olympics. 


Federal regulatory process for major 
natural resource projects (mostly met): In 
its first full year of operations, the Major 
Projects Management Office (MPMO) 
made significant progress towards improving 
the performance of the federal regulatory 
system for major natural resources projects. 


~~ Natural Resources Canada 


SECTION II 


Analysis of Program Activities by Strategic Outcome 


Key initiatives over the reporting period 
included: 


the development of new guidelines to 


improve process clarity, promote early 
engagement between project proponents 
and regulators, and ensure a coordinated 
federal approach throughout the entire 
review process; 

the establishment of service standards 
with target timelines for each 

major project review, reflected in 
interdepartmental project agreements 
provided to project proponents, and 
made available to the public; 

initial building blocks, including 
improved governance, have been put 
in place for a whole-of-government 
approach to Aboriginal consultations; 
and 

the performance of federal reviews 

for projects under the MPMO 
initiative is now being publicly tracked 
and monitored to ensure greater 
transparency and accountability. 


Benefits to Canadians 


Landmass knowledge contributes to 

the protection of property rights and 

to the orderly development and proper 
management of lands and resources. 
Information generated in the mining 
and forestry programs is frequently used 
in international fora. NRCan helped 
the Government of Canada maintain 

its international boundaries, as part of 
exercising its sovereign rights and ensuring 
peaceful occupation and stewardship of 


the lands. The department, through the 


Major Projects Management Office, also 
worked to improve the performance of the 
regulatory system for major natural resources 
projects, increasing the transparency and 
predictability of the federal regulatory 
review process for Canadian resource 
industries and other interested stakeholders. 


Lessons Learned and 
Corrective Actions 


The economic downturn in 2008-09 
resulted in fewer project proposals than 
anticipated entering into the regulatory 
system. To extend the reach of the MPMO 
initiative and to ensure a timely and 
predictable process for those projects that 
were proceeding, 16 additional projects that 
entered the regulatory system prior to the 
creation of the MPMO were brought under 
the management of the MPMO. Although 
important steps have been taken towards 
improving the management and performance 
of the federal regulatory system for major 
resource projects, the MPMO recognizes the 
need to implement longer-term solutions 

to further enhance the performance of 

the federal regulatory system, including 
examining opportunities to improve the 
federal legislative framework. With respect 
to UNCLOS, Canada has yet to establish a 
land management framework for its ocean 
space and plans to address this gap within the 
scope of its existing authority. Other plans 
for 2009-10 are to improve the web presence 
of the Canada Lands Surveys System as well 
as the Canadian space data ground segment. 
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Program Activity 3.3: Geomatics Canada Revolving Fund 


* All costs for the Geomatics Canada Revolving Fund are fully recovered. 


Performance Analysis 


All costs for the Geomatics Canada 
Revolving Fund (GCREF) were fully 
recovered over the reporting period. In 
summary, the department met its expected 
result under this program activity. 


Program Activity Analysis 


Geomatics Canada was granted special 
revenue spending authority in the form of a 
Revolving Fund in 1994. The Revolving Fund 
provides flexibility to Geomatics Canada 

to meet volume level fluctuations and to 
conduct business effectively using non-tax 
revenue. The operating environment of the 
Fund promotes good business practices. In 
order to deal with business life cycles (start- 
up, operating life and closure), management 
has implemented strong controls over 
operating performance measures, effective 
pricing policies, a framework for project 
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approvals, quarterly reviews, risk analysis and 
risk management. 


Benefits to Canadians 


The GCRE allows Geomatics Canada to 
shift the costs from Canadians to specific 
users who benefit directly from the goods 
and services provided. This revenue retention 
mechanism gives Geomatics Canada the 
ability to recover full costs from Canadian 
customers and the freedom to charge market 
prices for international clients. It presents 
the opportunity to provide an increasing 
volume of products and services in response 
to the needs of Canadian clients, as well 

as supporting the Canadian geomatics 
industry through the knowledge and 
expertise necessary to be competitive in the 
international market. 
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Lessons Learned and 
Corrective Actions 


Historically, the map line of business cost 
recovered until 2006-07. However, since 
2007-08, the business has undergone 

major transformation due to significant 
internal and external pressures. As a result 

of internal business review, it was deemed 
that the business model be revitalized to take 
advantage of emerging technologies and the 
growth of capacity within the private sector. 
Therefore, the mapping business line moved 
from the traditional government warehoused 
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and printed map model to one of providing 
digital access to Canadian citizens. This 
access was complemented by a distributed 
plot-on-demand business model located 
across both public and private sectors which 
now allows Canadians and other map clients 
to have on-demand access to high quality 
map products. This transformation not only 
enabled Canadians to benefit from new map 
products, more access points for plotted 
products, and faster client response times; 

it also enabled the Canada Map Office to 
downsize and significantly reduce the cost of 
warehousing largely outdated maps. 


SECTION Ill | } PERFORMANCE REPORT 2008-2009 


Supplementary Information 


Section III - Supplementary Information 


List of Supplementary Information Tables 

1. Sources of Respendable and Non-Respendable Revenue 

2. User Fees / External Fees 

3. Details of Transfer Payment Programs Exceeding $5 Million/Year 
4. Up-Front Multi-Year Funding 


5. Horizontal Initiative — Improving the Performance of the Federal Regulatory System for 
Major Natural Resource Projects 


6. Sustainable Development Strategy 

re Green Procurement 

8. Response to Parliamentary Committees and External Audits 
9. Internal Audits 


10. Internal Evaluations 


These tables can be found on the Treasury Board Secretariat’s web site at www.tbs-sct.gc.ca/dpr- 
rmr/2008-09/index-eng.asp. 


Natural Resources Canada 


Financial Highlights 


The financial highlights presented within this Departmental Performance Report are intended 
to serve as a general overview of NRCan’s financial position and operations. 


Condensed Statement of Financial Position - For the Period ending March 31, 2009 


-33% "457,996 678,700 


‘Total Assets 7 

Total Liabilities “7% % 1,196, 800 1,287,702 

Total Equity 21% ~~ | ~~ (738,804) | ~— (609,002) 
33% $457,996 $678,700 


Tot | 
Condensed Statement of Operations - For the Period ending March 31, 2009 


Total Expenses 31% 4,631,731 3,534,778 


Total Revenues 22% 2,720,043 2,235,836 
Ne 47% $1,911,688 $1,298,942 


SECTION III 


Supplementary Information 


The following chart presents a distribution of the department’s total expenses in 2008-09 by 


program activity. Total expenses amounted to $4,631,731,000. 


Expenses - Where Funds Go 


@ Economic Opportunities for 
natural resources 
77% 


O Clean energy 
12% 


Ecosystem risk 
management 
A% 


O Natural resources and 
landmass knowledge for 
Canadians 
3% 
® Adapting to a changing 
climate and harzard risk 


& Geomatics Canada 
Revolving Fund 
0% communities 306 
1% 


O Natural resource-based 
management 


The complete NRCan statements and that of the Geomatics Canada Revolving Fund can be 


found at www.nrean.gc.ca/com/resoress/pubpub-eng -php, 


Natural Resources Canada 
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The Estimates Documents 

Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I —- The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part [1 —- The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part I1I— Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and I of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2009. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.gc.ca 


Catalogue No.: BT31-4/55-2009 
ISBN 978-0-660-64340-3 


Departmental Performance Reports 2008-09 


Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR is credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which is structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 is available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www.tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which is also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance, and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 


prad-drrp@tbs-sct.gc.ca. 
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It is my pleasure to present NSERC’s Departmental Performance Report for 2008-09. 


Tony Clement 
Minister of Industry 
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Section 1: 


Overview of the Agency 


1.1 Summary Information 


Raison d’étre 


The Natural Sciences and Engineering Research Council of Canada (NSERC) works to make Canada a 
country of discoverers and innovators for the benefit of all Canadians. NSERC aims to maximize the 
value of public investments in R&D and to advance prosperity and quality of life in Canada by supporting 
the creation and transfer of knowledge in the natural sciences and engineering (NSE) and by ensuring that 
people are trained to discover, develop and use that knowledge. 


Responsibilities 


NSERC is the primary federal agency investing in research and research training in the natural 
sciences and engineering disciplines. It is funded directly by Parliament and reports to it through 
the Minister of Industry. 


Our mission is to invest in people, discovery and innovation to build a strong Canadian economy 
and to improve the quality of life for all Canadians. NSERC advances the government’s S&T 
priorities of building a stronger Canada, creating opportunities for young Canadians and 
investing in knowledge and creativity. 


NSERC was created in 1978. Its legal mandate and functions are defined as follows: “The 
functions of the Council are to promote and assist research in the natural sciences and 
engineering, other than the health sciences; and advise the Minister in respect of such matters 
relating to such research as the Minister may refer to the Council for its consideration.” (Natural 
Sciences and Engineering Research Council Act, 1976-77, c.24.) 


NSERC’s business model includes: a competitive, peer reviewed evaluation system to ensure 
world class levels of excellence and value for money; a blend of targeted and broad-based 
programs to ensure that priority research topics are addressed as well as a broad spectrum of 
science areas; the training of the next generation of scientists and engineers; a suite of 
collaborative research programs that foster partnerships between industry and post-secondary 
institutions and that encourage knowledge transfer and commercialization; and appropriate and 
effective controls that are proven and recognized to ensure accountability. 


The agency’s headquarters is located in the National Capital Region, where a majority of the 
staff are located. NSERC also has regional offices in Vancouver, Winnipeg, Mississauga, 
Montreal, and Moncton. 
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S&T Strategy 


Through the Federal Science and Technology (S&T) Strategy, Mobilizing Science and 
Technology to Canada’s Advantage, the federal government has committed to maintaining 
Canada’s G-7 leadership in public sector R&D performance. The Strategy builds on existing 
strengths, focusing efforts in areas where Canada can achieve global excellence, to make a real 
impact on the lives of Canadians and in the marketplace. 


The S&T Strategy emphasizes three Canadian advantages: an entrepreneurial advantage that 
translates knowledge into practical applications; a knowledge advantage that generates new ideas 
and builds research excellence; and a people advantage that increases and retains the highly 
skilled individuals that Canada needs to thrive in the global economy. Together these advantages 
resonate with the mandate of NSERC and its strategic positioning. 


NSERC’s focus on people, discovery and innovation maps directly onto the strategy’s emphasis 
of building a People Advantage, a Knowledge Advantage and an Entrepreneurial 
Advantage. In broad terms, virtually all of NSERC’s funding relates to these advantages. 


Clients and Partners 


NSERC is the most important funder of the direct costs of research in the natural sciences and 
engineering in Canadian universities. NSERC provides nearly one-fifth of the more than $4 
billion invested in R&D in the natural sciences and engineering in Canadian universities and 
colleges. 


Nearly 12,000 university professors and more than 28,500 university students and postdoctoral 
fellows are supported by NSERC. (For a searchable database of all NSERC grant and 
scholarship recipients see http://www.nserc-crsng.gc.ca/NSERC-CRSNG/FundingDecisions- 
DecisionsFinancement/index_eng.asp.) NSERC funds are also used to support more than 3,500 
university technicians and research associates. Most Canadian universities benefit from NSERC 
programs, as do a growing number of colleges. Fifteen hundred Canadian companies and some 
50 federal and provincial government departments are partnering with NSERC. Detailed 
statistics on NSERC applications and awards can be found at: http://www.nserc- 


cersng.gc.ca/NSERC-CRSNG/FactsFigures-TableauxDetailles_eng.asp. 


Strategic Outcomes 


In order to effectively pursue its mandate, NSERC aims to achieve the following three strategic 
outcomes. 


1. People: Highly skilled science and engineering professionals in Canada — 
2. Discovery: High quality Canadian-based competitive research in the NSE 
3. Innovation: Productive use of new knowledge in the NSE in Canada 
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Program Activity Architecture 


The chart below presents NSERC’s Program Activity Architecture (PAA) in effect in 2008-09. 


NSERC’s Program Activity Architecture 


People 


Highly skilled science and 


engineering professionals in 
Canada 


Promote Science and 

Engineering 

Sub-Activities 

e PromoScience 

e Centres for Research in 
Youth, Science Teaching 
and Learning 

e Prizes 


Support Students and 

Fellows 

Sub-Activities 

e Undergraduate Student 
Research Awards 

e NSERC Postgraduate 
Scholarships 

e Alexander Graham Bell 
Canada Graduate 
Scholarships 

e Postdoctoral Fellowships 

e Industrial Research and 
Development 
Fellowships 


Attract and Retain Faculty 
Sub-Activities 


e Canada Research Chairs 
e Industrial Research Chairs 
e Chairs in Targeted Areas of 


Research 


e University Faculty Awards 


Strategic Outcomes 


Discovery 


High quality Canadian-based 
competitive research in the 
natural sciences and 
engineering 


Program Activities 


Fund Basic 

Research 

Sub-Activities 

e Discovery Grants 

e Special Research 
Opportunity Grants 

e General Support 


Support for Research 

Equipment & Major Resources 

Sub-Activities 

e Research Tools and 
Instruments 

e Major Resources Support 
Grants 

e Research Capacity 
Development in Small 
Universities 


Innovation 


Productive use of new 
knowledge in the natural 
sciences and engineering 


Fund Research in Strategic 

Areas 

Sub-Activities 

e Strategic Partnerships 

e Collaborative Health 
Research Projects 


Fund University-Industry- 

Government Partnerships 

Sub-Activities 

e Collaborative Research and 
Development Grants 

e Research Partnership 
Agreements 

e Networks of Centres of 
Excellence* 


Support Commercialization 

Sub-Activities 

e Intellectual Property 
Mobilization 

e Idea to Innovation Program 

e College and Community 
Innovation Program 


* Includes Centres of Excellence for Commercialization and Research (CECR), Business-Led Networks of Centres of Excellence 
(BL-NCE), and the Industrial R&D Internships (IRDI) program. 
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1.2 Summary of Performance 


Financial Resources and Human Resources 


2008-09 Financial Resources ($ millions) 


Planned Spending Total Authorities Actual Spending 
999.1 1,031.8 1,029.8 


2008—09 Human Resources (FTEs) 


Performance Summary 


Given the nature of R&D support programs, the impact of NSERC’s investment in research and 
training in the NSE can only be fully assessed over the long term. Therefore, the expected results 
reported in NSERC’s Report on Plans and Priorities 2008-09 should be considered as planned 
results for the future. The performance information presented in this year’s DPR is a 
retrospective look at outcomes resulting from NSERC funding over the past decade, and in some 
cases even longer. 


Strategic Outcome 1: People - Highly skilled science and engineering professionals in 
Canada 


Expected Results 2008-09 Performance 


e Student interest in research in the sciences, e More than 500,000 Canadian children are taking 

math and engineering is encouraged. part annually in science activities supported by 

A supply of highly qualified people with NSERC. 

leading-edge scientific and research skills for The 28,000 students and fellows currently 

Canadian industry, government and supported will enjoy a bright future as 

universities. demonstrated by past award holder performance, 

Enhanced research capacity in science and with: more than 95% completing their degree, 

engineering. nearly two-thirds working as a research scientist or 
engineer, salaries that are 20% higher and 
unemployment rates that are less than one-half of 
those of the general population.” 
Canada continues to attract hundreds of foreign 
scientists and engineers who see Canada as an 
attractive place to advance their R&D careers.” 


Alignment to Government of Canada Outcomes: An innovative and knowledge-based economy. 
(All program actvities under this Strategic Outcome are linked to an innovative and knowledge-based 
economy, please see note on NSERC links to government of Canada outcomes on p.8.) 


2007-08 2008-09 ($ millions) 


Actual 
Pa Spending Main Planned Total _ Actual 
Program Activity ($ millions) | Estimates | Spending | Authorities} Spending 
137.9 146.2 146.2 157.8 151.4 
148.0 167.7 167.7 169.3 152.8 
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1. Source: NSERC PromoScience final reports. 
Sources: NSERC student surveys and Statistics Canada. 
Source: NSERC award management information system. 


Strategic Outcome 2: Discovery - High quality Canadian-based competitive research in the 


natural sciences and engineering 


Expected Results 

e 

| of university researchers in the natural sciences 
and engineering (NSE) is enhanced. 

e The discovery, innovation and training capability | 


| of university researchers in the NSE is supported — 
by the access to research equipment and major 


: 

The discovery, innovation and training capability ) 
i 

j 

‘ 

i 

| regional or national research facilities. 
i 

i 


: 
! 
3 


Alignment to Government of Ganads Outcomes: An innovative aad anwicdee hacen economy. 
(All program actvities under this Strategic Outcome are linked to an innovative and knowledge-based 


1500800 Perfogniance 


e Supported nearly 12,000 of the most creative and 
productive Canadian university professors which 
produced an increasing share of world 
knowledge (4.4% in 2007) of high quality. 
Canada ranks in the top 10 countries of the world 
in the number of scientific publications and the 
quality of those publications. Canada is also the 
most productive of the G8 countries in scientific 
output per capita.” 

Canada leads the G8 in higher education R&D 
investment as a % of GDP.” 

Strong NSERC support for research equipment 
in 2008-09, combined with Canada Foundation 
for Innovation funding, will ensure that Canadian 
university labs continue to enjoy world class 
facilities. 


economy, please see note on n NSERC links to oped of Canada outcomes on p. 8.) 


2007-08 


Actual [ ey 


_ Spending — 
Program Activity - ($ millions) | 


ee en a oe Sec 


Pund Basic Research a 454.3 | 
Ras es Research Hauiment aad] 

N/A 
Lee Resources _ 
‘Total liperdd4Smnh 


— -2008- “09 ($ millions) 


weernca anrenergononen 


le i a 
Main ie Planned = Total ~—S Actual 
Estimates i ‘Spending — Authorities pope 
379.4 379.4 | 381.3 375.6 | 
ES ew at 5. Pe 5A 4 6s | 
409 | 4209 | 4357 | 4521 = 


1. | Source: NSERC and Observatoire des Sciences et des Technologies. 
Source : Observatoire des Sciences et des Technologies. 
Source : OECD : Main Science and Technology Indicators 


2008/2. 
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Strategic Outcome 3: Innovation: Productive use of new knowledge in the natural sciences 
and engineering 


Expected Results 


Research and training in targeted and emerging 
areas of national importance is accelerated. 
Mutually beneficial collaborations between the 
private sector and researchers in universities, 
resulting in industrial or economic benefits to 
Canada. 

The transfer of knowledge and technology 
residing in Canadian universities and colleges to 
the user sector is facilitated. 


2008-09 Performance 


NSERC partnered with 1,500 Canadian firms to 
transfer knowledge created in the university 
sector to private firms that create economic 
wealth. 

Industrial partner contributions of more than 
$100 million. 

Dedicating virtually all of Strategic Partnerships 
program funding to government priority areas 
established in the S&T Strategy. 


Initiating the formation of university spin-off 
companies who employ tens of thousands of 
Canadians and have nearly $4 billion in sales. 
Engage in successful knowledge transfer from 
universities to Canadian industry resulting in 
increased number of spin-off companies and 
licensing revenues.” 


Alignment to Government of Canada Outcomes: An innovative and knowledge-based economy. 
(All program actvities under this Strategic Outcome are linked to an innovative and knowledge-based 
economy, please see note on NSERC links to government of Canada outcomes below.) 


2007-08 | 2008-09 ($ millions) 
Actual 
Spending 


Program Activity ($ millions) 


Fund Research in Strategic Areas 


Fund University-Industry- 
Government Partnerships 


267.9 


1. | Source: NSERC database of spin-off companies. 
2. Source: Statistics Canada. 


NSERC Links to Government of Canada Outcomes 


NSERC investments contribute significantly to many of the Government of Canada’s strategic 
outcomes. NSERC has chosen to link all of its program activities to the Government of Canada 
outcome: an innovative and knowledge-based economy which is most directly related to our mandate 
and activities. Because NSERC funds research and training leading to a wide-range of economic and 


societal impacts in virtually every sector, many of NSERC’s long-term outcomes are also directly 
linked to other important Government of Canada outcomes, such as strong economic growth, income 
security and employment for Canadians, a clean and healthy environment, healthy Canadians with 
access to quality health care, and safe and secure communities. For simplicity, the “innovative and 
knowledge based economy” outcome is by far the most appropriate for NSERC to use in linking 
resources and results. 


Main Planned Total Actual 
Estimates | Spending | Authorities} Spending 
181.8 Oa YURI 168.9 
217.1 262.7 268.8 


NSERC 


Operational Priorities 


Priority 
Foster a People Advantage 


e Innovative training 
environments. NSERC is 
considering a new program 
(CREATE) to encourage greater 
numbers of Canadian institutions 
to provide innovative and 
internationally competitive 
research and training 
environments for outstanding 
students and postdoctoral 
fellows. 

Private sector experience. Over 

the next three years, NSERC 

intends to double the number of 
scholarships for students 
working with industry. 

e International experience. The 
three granting agencies are 
working jointly to identify 
means to enhance the 
internationalisation of research 
training to foster highly qualified 
graduates that are globally 
connected and competitive. 


Foster a Knowledge Advantage 


e Review of Discovery Grants. In 
2007, NSERC launched a review 
of the Discovery Grants Program 
by an international committee of 
high profile experts, to ensure 


Type 
On- 


going 


going 


Status 
Successfully Met 


NSERC announced $32 million 
over six years for 20 projects to 
help science graduates expand their 
professional and personal skills so 
they can make a successful 
transition from the classroom to the 
workplace. The funding is being 
provided under the new 
Collaborative Research and 
Training Experience (CREATE) 
Program which gives science 
graduates the enhanced skills set 
they need for careers in industry, 
government or academia. 


The first awards for the Industrial 
R&D Internship (IRDI) were made 
in 2008-09. The program introduces 
graduate students and postdoctoral 
fellows to practical business 
problems and provides them with 
the opportunity to apply their 
expertise to address the needs of 
participating businesses. 


NSERC launched two new 
programs to enhance international 
student experience. The Canada 
Graduate Scholarships — Michael 
Smith Foreign Study Supplements 
(CGS-MSFSS) Program supported 
high-calibre Canadian graduate 
students in building global linkages 
and international networks at 
research institutions outside of 
Canada. In addition, the Vanier 
Canada Graduate Scholarships 
(Vanier CGS) program was 
launched to attract and retain 
world-class doctoral students by 
offering them a significant financial 
award to assist them during their 
studies at Canadian universities. 


Successfully Met 


NSERC introduced this year major 
enhancements to the Discovery 
Grants peer review process. These 
enhancements have created a much 
more dynamic funding system, with 


Linkages to 
Strategic Outcome 
Highly skilled 
science and 
engineering 
professionals in 
Canada 


Through research 
and research 
training, NSERC 
fosters the 
development of 
skilled workers who 
will become leaders 
across the private 
and public sectors. 


High quality 
Canadian-based 
competitive 
research in the 
natural sciences 
and engineering 
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Operational Priorities 


Priority 


Foster an Entrepreneurial 
Advantage 


Type 
that the program assists 

Canadian researchers to perform 

at world-class levels of scientific 
excellence and supports the best 

ideas. Recommendations that are 
accepted will be implemented 

starting with the 2009 Discovery 

Grants competition. 


Directing resources to priority 
areas. Beginning in 2007-08, 
NSERC has been enhancing 
programs and launching new 
initiatives to mobilize the 
research community and 
increase the level of activity in 
the four priority research areas 
of the S&T Strategy. 


Balance in funding. In recent 
years, there have been 
significant investments in 
creating and maintaining a 
competitive post-secondary 
research environment. The 
federal research funding 
agencies are contributing to the 
development of a more 
comprehensive approach to the 
management of the overall 
envelope of support for higher- 
education R&D, as called for in 
the S&T Strategy. 


On- 
going 


NSERC plans to review and 
renew its Innovation Strategic 
Plan for Partnership Programs to 
ensure the plan is aligned with 


NSERC 


Status 

more opportunity for researchers 
with superior accomplishments and 
contributions to receive substantial 
increases. 


Discovery Grants Accelerator 
Supplements, valued at 120K over 
three years, foster research 
excellence and are awarded to 
outstanding researchers who have a 
well-established research program. 
Out of the 100 supplements 
awarded this year, more than two- 
thirds fall in areas identified as a 
priority in the science and 
technology (S&T) strategy. 


As part of efforts to optimize the 
effectiveness of federal funding for 
post-secondary research, the three 
granting agencies studied recent 
trends in the balance of funding 
between elements such as funding 
for researchers, funding for the 
direct and indirect costs of the 
research they perform and for 
research infrastructure. The balance 
of federal funding between the 
different categories has changed 
considerably during the last decade. 
In relative terms, support for the 
direct costs of research has 
decreased while support for people 
and infrastructure has increased. 
Discussions with stakeholders 
pointed to the need to analyze 
pressure points and whether there 
are gaps to sustaining a healthy 
system, as well as looking at 
international comparisons. This 


work continues in the context of the 


on-going planning of strategic 
directions and the allocation of 
NSERC’s budget to its various 
programs. 


Successfully Met 


A draft Strategic Plan for 
Partnership Programs was 
completed and consultations on an 
action plan are currently underway. 
NSERC has also introduced a new 


Linkages to 
Strategic Outcome 
NSERC is 
committed to 
creating a strong 
foundation for 
research and 
research training in 
Canada. This is 
embodied in 
NSERC’s 
Discovery Grants 
Program, which 
provides a base 
from which 
researchers can 
establish and build 
their research 
programs, and gives 
them the 
opportunity to 
unleash their 
creative power. 


Productive use of 
new knowledge in 
the natural 
sciences and 
engineering in 
Canada 
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Priority 


the S&T Strategy. This plan will 
guide NSERC’s partnership and 
commercialization programs for 
the coming five years. 

NSERC will develop a better 
understanding of the intellectual 
property (IP) environment and 
will work with partners to 
identify best practices as well as 
factors that might be inhibiting 
collaboration between industry 
and the higher education sector. 
NSERC will launch the College 
and Community Innovation 
Program with the objective of 
increasing the capacity of 
colleges to work with firms in 
their local communities, and will 
support all areas of applied 
research including social and 
health sciences as well as NSE 
disciplines. 

Launch new initiatives in 
support of the priority areas of 
the government. 


Type 


Status 

A new policy on intellectual 
property (IP) was adopted that 
allows for more flexible access to 
IP developed as a result of NSERC 
funding, while at the same time 
ensuring that the rights of all 
participants are protected. 


NSERC announced the expansion 
of its College and Community 
Innovation (CCI) program and the 
results of the first CCI competition. 
Eight projects were funded, each 
receiving $2.3 million over five 
years. 


Many new initiatives were 
established during the year or early 
in the new year in government 
priority areas including: 


A new collaborative relationship 
has been developed with the NRC 
and the BDC to increase the flow 
of research results to the market 
in the nanotechnology area. 


Operational Priorities 


Linkages to 
Strategic Outcome 
NSERC aims to 
maximize the value 
of public 
investments in 
research for the 
benefit of all 
Canadians by 
promoting research- 
based innovation, 
university-industry 
partnerships, 
technology transfer 
activities. 


The NSERC Forest Sector R&D 
Initiative is now underway using 
the suite of Research Partnership 
Programs (RPP). 

In the Fall of 2008, NSERC 
launched a special supplemental 
Strategic Network Grants 
competition in Manufacturing. 
Five new Centres of Excellence 
for Commercialization and 
Research were announced 
totaling $52.7 million over five 

} years. 

‘e Four new BL-Networks were 

: announced totaling $39.2 million 
over four years. 


t NSERC also announced $145 
million in funding over five years 
for the establishment of Automotive 
Partnership Canada, an automotive 
research fund designed to keep the 

Canadian auto industry competitive 
and sustainable. Automotive 

Partnership Canada involves 

funding from NSERC, NRC, CFI, 

SSHRC, and the CECR program. 
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Management Priorities 


Priority 
Enhance Performance 


Measurement, Accountability 
and Value for Money 


In partnership with the other 
granting agencies, a working 
group has been established to 
improve the agencies’ ability to 
measure and report on the 
impact of their S&T 
expenditures. 

NSERC and SSHRC entered 
into an interim agreement for a 
shared services arrangement for 
the provision of internal audit 
services. The completion of the 
merger and the hiring of a Chief 
Audit Executive are planned for 
2008-09. 

The three granting agencies are 
examining opportunities to 
harmonize and align programs, 
policies and processes where 
appropriate. 


NSERC 


Type 
On- 


going 


Linkages to 
Strategic Outcome(s) 
All Strategic Outcomes 


Status 
Successfully Met 


The tri-Council working group e NSERC will place a 


along with CFI have 
established a common set of 
indicators, completed data 
collection and expect to issue a 
performance report before the 
end of the year. 


The merger of audit functions 
for NSERC and SSHRC has 
been completed and a new 
Director of Audit has been 
hired. 


The three granting agencies 
plus the CFI have created 
several interagency working 
groups to look into a variety of 
issues related to alignment and 
harmonization of agency 
programs, policies and 
processes. Some achievements 
are as follows: 


e The policies and 
requirements contained in 
the Tri-Agency Financial 
Administration Guide 
(TAFAG) are now almost 
completely harmonized. 

e New approaches and 
principles for the review of 
cross-agency research 
proposals have been 
approved. 

e Details of the next Vanier 
CGS competition have been 
finalized and announced to 
universities. The 
harmonized approach 
includes a fully integrated 
process from nomination 
and review to award, 
including a common 
application platform 
(ResearchNet). 


strong emphasis on 
measuring and 
demonstrating 
results to 
Canadians, and will 
continue to assure 
high standards of 
accountability and 
client service. 

A shared approach 
to audit results in 
greater economies 
of scale. 
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Management Priorities 


Priority 
Increase the Visibility of 
Canadian NSE Research 


e Revitalization of NSERC’s 
prizes and promotional 
initiatives. 

e Redevelopment of NSERC’s 
Web site with the objective of 
enhancing both content and 
navigability for clients and the 
general public. 

e Development of a corporate 
information package to meet the 
needs of NSERC’s diverse 
stakeholder groups. 

e NSERC has strengthened and 
expanded the outreach capacity 
of its network of regional 
offices. The regional offices are 
also helping to increase 
awareness of NSERC programs 
in the business community. 
NSERC will launch new 
initiatives with the NRC 
Industrial Research Assistance 
Program (NRC-IRAP) and the 
BDC to increase the 
understanding of venture capital 
within the research community 
and provide facilitated links to 
SMEs. 


Type 
On- 


going 


NSERC 


Status 
Successfully Met 


e NSERC’s revamped web 
site was launched in 
January 2009. The number 
of web visits has increased 
by 30% from a comparable 
period in the previous year. 

e New promotional materials 
have been developed ard 
news bulletin activities have 
been increased, resulting in 
a 47% increase in media 
coverage. 


Regional offices now have a 
Communications and 
Promotion specialist. Each 
regional office also operates a 
Regional Opportunity Fund to 
facilitate the initiatives of others 
in science and research 
celebration and promotion. 


NSERC, NRC-IRAP and the 
BDC continue to work together 
on several initiatives. For 
example, NSEERC-Prairies 
completed a pilot "Innovation 
Supports Workshops" aimed at 
promoting NSERC, NRC, BDC 
and other federal 
commercialization support to 
business, government and 
academic communities. 
Workshops were held in 
Winnipeg, Calgary, Edmonton 
and Saskatoon and in Atlantic 
Canada (1 per Atlantic 
province). 


Linkages to 
Strategic Outcome(s) 
All Strategic Outcomes 


A variety of recent 
studies have concluded 
that NSERC is 
extremely well-known 
in the academic 
community, but its 
profile in other sectors 
and in the general public 
is modest. The ongoing 
work to improve our 
communications 
products will help to 
demonstrate the value of 
NSERC funding. 
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Risk Analysis 


While NSERC administers a significant budget, the Council’s overall risk level compared to 
other government entities is considered low, in terms of continuity of government operations and 
the maintenance of services to, and protection of interests of, the Canadian public. This 
assessment of risk level is further supported by the Blue Ribbon Panel report on Grants and 
Contributions which stated, "The record of performance by the federal research granting 
agencies, including CFI, has been deemed high by international standards. The two councils and 
CIHR have successfully managed their own research portfolios, using a rigorous system of 
oversight, including detailed memorandum of understanding signed by all recipient institutions 
and regular financial monitoring visits of recipient universities." 


NSERC last undertook a risk assessment exercise in 2006 as part of the development of the 
RMAF/RBAF. This exercise identified 20 risks, which primarily relate to internal management 
processes. In 2008-09, NSERC undertook a process to renew the Corporate Risk Profile to 
ensure that the risks identified in 2006 are still relevant. Internal Audit Division and the Chief 
Audit Executive facilitated a process with senior management to provide advice and assistance in 
the development and implementation of the risk management process. The approved process 
included: 


e Identifying and documenting the “risk universe” that represents the logical categorization and 
documentation of risks to enable effective risk management; 

e Identifying all high impact risk areas and assess these for vulnerability (likelihood of 
occurrence); 

e Preparing mitigation plans/activities designed to reduce the resultant level of risk exposure; 

e Establishing ongoing monitoring and reporting requirements; and, 

e Formalizing the risk management process to document the methodology that will be adopted 
for the ongoing identification, assessment, evaluation and management of risk. 


This work has begun and will be completed by December of 2009. 


Expenditure Profile 


During the 2008-2009 fiscal year, NSERC spent $1,029.8 (including the Employee Benefit Plan) 
million in order to meet the expected results of its program activities and contribute to its 
strategic outcomes. 


The figure below illustrates NSERC’s spending trend from 2006-2007 to 2008-2009. For the 
2006-2007 and 2007-2008 periods, all figures appear as reported in previous Departmental 
Performance Reports. 


Spending on NSERC’s core programs increased in the last two years due to $43 million received 
in Budget 2007 (including funding for the Alexander Graham Bell Canada Graduate 
Scholarships program) and an additional $34 million received in Budget 2008. 
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In addition to the core funding increases, NSERC received and spent $57 million in 2007-2008 
and $19 million in 2008-2009 for the Centres of Excellence for Commercialization and Research 
(CECR) program, $12 million for the International Polar Year Program in 2007-2008, $2.1 
million for the College and Community Innovation Program, $4.3 million for the Industrial 
Research Internship Program and $7 million for the Business-Led Networks of Centres of 
Excellence in 2008-2009. 


| |mEstimates 
@ Planned 
O Authority 
@Actuals 


{in millions) 


2007/08 2008/09 


Fiscal Year 


2006/07 


Voted and Statutory Items 


The table illustrates the way in which Parliament approved NSERC’s resources. 


ea: 


| 2006-07 | 2007-08 


ie er es : = ey 2008-09 | 2008-09 
| Vote # or Statutory Item | Truncated Vote or Statutory _ Actual | Actual Main Actual 
oy See Wording Spending | Spending | Estimates | Spending 


70 Operating expenditures 43.7 
ao Grants and contributions 855.2 969.6 913.4 981.8 


| (S) Contributions to employee benefit 43 
| plans 
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Section 2: 


Analysis of Program Activities by Cte tegic 


Outcome 


atte) Strategic Outcome: 


Highly Skilled Science and Engineering Professionals in 
Canada 


By supporting 28,000 students and fellows at Canadian universities and abroad, providing 
programs to support university faculty, and promoting science and engineering to Canadian 
youth, NSERC will ensure a reliable supply of highly qualified personnel (HQP) for Canadian 
industry, government, and academia. The following provides details of NSERC’s performance 
for the three program activities that fall under this strategic outcome. 


Program Activity ® Promote Science and Engineering 


Description: This program activity encourages popular interest in science, math and engineering and aims 
to develop science, math and engineering abilities in Canadian youth. 


e Number of Baa one e 121 la atonas were Met All — NSERC’s 
supported through supported in 2008-09, who in relatively small investment 
PromoScience turn, engaged in science leverages the resources and 

e Impact on teaching practices activities for more than outreach of partner 
(K-12) 500,000 Canadian children. organizations. 

e By the third year of the e Met All—A recent 
CRYSTAL program, 5,093 evaluation indicated 
teachers have participated in positive results for 
various science and knowledge translation and 
mathematic education training outreach activities. 
activities. “I 


Planned 
Spending 
6.3 


Planned Actual Difference 


6.3 3 2 -1 


To help improve the interest of Canadian youth in science and engineering, NSERC has invested 
in two programs: PromoScience and the Centres for Research in Youth, Science Teaching and 
Learning. 


PromoScience provides support to non-profit and public organizations that work with young 
Canadians in order to build their interest in science and engineering, motivate and encourage 
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their participation in science and engineering activities, and train teachers who are responsible 
for the science and math education of young Canadians. The program is allowing organizations 
to expand their offerings and to engage many more young Canadians, especially girls and 
aboriginal youth. This is critical as young Canadians are less inclined to select science or 


engineering as a discipline when they enter university (see Figure 2.1) as compared to many 
other nations. 


Figure 2.1 
First Degree Awarded in the NSE as a Percentage of Total First Degrees, 
2004 or Most Recent Year 


% of First Degrees in NSE 


Germany France Italy UK. Japan Canada Russia 


Source: National Science Foundation. 


at 


encourages. them to conti Aue study : 

- to broaden their career ppoorunitios As a S| of NSERC fencing, 728 girls from across British 

| Columbia participated in hands-on workshops, tele-mentoring, networking and community group 

| science days throughout 2008. Through the varied activities, the participants learned many 
valuable lessons about schooling and career options and had the opportunity to connect their 
dreams with a role model. 


The CRYSTAL Pilot Program was created in October 2003. CRYSTAL provides a forum for the 
many partners who share an interest in developing and enhancing the skills of, and resources 
available to, science and mathematics teachers, and in enriching the preparation of Canadian 
children in these foundation subjects. The pilot program provided funding to five Centres. 
Findings from a recent evaluation were as follows: 


e The program has increased the scale and changed the nature of research activities in science, 
mathematics and technology education. 

e CRYSTAL is increasing the understanding of ways to improve science, mathematics and 
technology education for both researchers and teachers. Collaborations between researchers 
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and teachers have increased understanding of the need, and how best, to improve the teaching 
of science and mathematics. 

e The program has increased knowledge translation and outreach activities, with the Centres 
having undertaken a wide variety of activities with most activities focused on reaching 
teachers. By the end of the third year, Centres had conducted an estimated 677 knowledge 
translation activities targeting teachers and developed approximately 479 knowledge 
translation tools for teachers. 


NSERC prizes are also a component of this program activity. NSERC prizes recognize 
outstanding individual Canadian researchers, research teams and students. They enhance the 
career development of outstanding and highly promising scientists and engineers and distinguish 
the sustained excellence of faculty members at Canadian universities. They also publicly 
recognize lasting partnerships in R&D between university and industry and celebrate young 
Canadian entrepreneurs. 


To recognize the important achievements of Canadian research scientists and engineers, and, in 
the process, to help retain faculty in Canada, NSERC awards significant research prizes to _ 
individuals and teams. The 2008-09 winner of NSERC’s Gerhard Herzberg Canada Gold Medal 
for Science and Engineering is highlighted below. 


Paul Corkum, Physics 
University of Ottawa and National Research Council 


When it comes to stop-action photography, Paul Corkum has left an indelible mark on the world. He is credited 
with developing attosecond laser pulses—flashes of light so short (one billionth of a billionth of a second) that 
they can provide images of electrons moving around atoms. 


This technology offers unprecedented access to the sub-atomic world and is just the latest of a long string of 
achievements that have earned Dr. Corkum the Gerhard Herzberg Canada Gold Medal for Science and 
Engineering. 


For more than 30 years, he has pushed the boundaries of human understanding of how light and matter interact. 
His accomplishments have consistently drawn high praise from his peers around the world. 


Manipulating electrons in attosecond time could potentially allow scientists to control and change chemical 
reactions in new ways, leading to advances in everything from medicine to engineering. The next steps in 
combining the very fast with the very small, Dr. Corkum believes, will one day help medical researchers 
advance their understanding of cell processes, something that could enhance drug delivery. It will also provide 
new tools and new fabrication methods for nanotechnology and new sub-cellular imaging methods. 
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Program Activity ® Support Students and Fellows 


Description: This program activity supports the training of highly qualified personnel through scholarship and 
fellowship programs. 
Expected Result: A supply of highly qualified people with leading-edge scientific and research skills for Canadian 


Results formance Status _ 


bah Wee e os 
Gi Ae 


S e 82% of students supported were e Met All—A very large % of 
supported staying in Canada working in Canada 9 years after students supported are 
after their studies’ their award. More than one-half working in their field in 

e Average salary of scholarship of those abroad were planning to Canada. These students are 
recipients vs. general come back to Canada. highly skilled and mobile; 
population after completion of | e¢ The average salary of NSERC- losses due to emigration must 
studies’ funded students was $62,000 be expected. 

e Average completion rates versus a comparable group inthe | e Met All—The salary levels of 
among recipients vs. general general population of $47,000. graduates compare well with 
NSE student population! e 96% of the respondents the general population. 

completed the degree (master’s or However, they are lower than 

doctoral) for which they received in other countries. 

NSERC funding e Exceeded — The high 
completion rate is a 
phenomenal success when 
compared to the completion 
rate of less than 80% for all 
NSE graduate students. 


Planned Actual 
Spending | 


151.4 


Authorities 
157.8 


| 59 ess a 24 


1. NSERC conducts several surveys of its scholarship and fellowship recipients and is able to assess performance against expected results. In 
addition, Statistics Canada collects labour market information that provides ample evidence of the successful career outcomes of NSE graduates. 
The indicators present data from 1,850 respondents for a 49% response rate to surveys of students 9 years after their award. 


NSERC provides direct financial support to students from the undergraduate to postdoctoral 
levels through key programs such as: 


- Undergraduate Student Research Awards: Held in university (4,639) or industry 
laboratories (765), this program provides funding for an undergraduate student to spend a 
four-month work term in a university or industrial research environment. 


- Postgraduate Scholarships: At the master’s (1,274) and doctoral (1,651) levels, NSERC 
supports students by providing an annual stipend that enables them to continue to pursue 
their research interests. Up to four years of support is available over the course of a 
candidate’s graduate studies. Opportunities for study at institutions in Canada and abroad 
as well as at Canadian industrial laboratories (551) are available. Canada Graduate 
Scholarships (tenable only at Canadian universities) are awarded to the most outstanding 
candidates (1,525). 
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- Postdoctoral and Industrial R&D Fellowships: These two-year awards support 
researchers who have completed their Ph.D., and provides them with funds to continue 
their programs of research. The awards may be held at any academic institution through a 
Postdoctoral Fellowship (487), or at a Canadian company that conducts research through 
an Industrial R&D Fellowship (177). 


NSERC also funds students and fellows through support provided by an NSERC-funded 
professor from his or her NSERC grant. The training of 17,000 students is supported in full or in 
part through this route. 


Since 1978, NSERC has supported the training of more than 80,000 master’s and doctoral 
students in the NSE. General macro-level economic outcomes for university graduates in the 
natural sciences and engineering provide ample evidence of the positive outcomes for NSERC- 
funded students, both directly and indirectly supported. As Figure 2.2 demonstrates, 
unemployment levels for persons seeking work in natural science or engineering occupations are 
considerably below national levels; annual salaries for this group are nearly one-third greater 
than the national average; and employment opportunities continue to grow as the natural science 
and engineering labour force surpasses the 1,000,000 mark resulting in the fastest growing 
occupational group over the past 20 years. 
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Figure 2.2 


Labour Force Outcomes for Natural Scientists and Engineers (NSE) 


Unemployment Rates 


Average Annual Salaries by Occupation in Canada, 2008 
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Program Activity ® Attract and Retain Faculty 


Description: This program activity aims to attract and retain faculty. 


Expected Result: Enhanced research capaci 


New pprotecsors coming to 
Canada: number of foreign 
educated new applicants to 
NSERC’s Discovery Grants 
program 
e Attrition rates: percentage of 
NSERC funded professors 
retained in Canada 
e Number of new applications 
for Industrial Research Chairs 
to be created in Canadian 
universities 


in science and engineering. 
Canada continues to attract 
faculty from abroad in large 
numbers (see Figures 2.3 and 
2.4). 

Less than 0.5% of NSERC 
grantees leave Canada to work 


abroad in a given year (see Figure 


De 

There were 29 new Industrial 
Research Chairs created in 2008- 
09, up from 20 in 2007-08. 


4 


2 


Average Annual Growth (%) 


Met All — Increases in 
funding for university R&D in 
Canada has created a positive 
environment to attract foreign 
scientists and engineers. 

Met All — An extremely small 
percentage of NSERC 
grantees are leaving the 
country for work abroad. 

Met All — Even during 
difficult economic 
circumstances NSERC was 
able to create more new 
Chairs in 2008-09. 


NSERC 
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Actual 


Spending ~ Authorities Spending oe noe Nat 


167.7 169.3 152.8 = 


Key programs under this program activity include: 


e Canada Research Chairs: This tri-agency (NSERC, CIHR and SSHRC) program 
provides financial support for up to 2,000 professors across Canada, including 900 
positions within the NSE. The key objective of this program is to enable Canadian 
universities to achieve the highest levels of research excellence and to become world- 
class research centres in the global knowledge-based economy. 


e Industrial Research Chairs (IRC), Other Chairs and Faculty Support Programs: 
The IRC program helps universities build the critical mass of expertise and long-term 
relationships with corporate partners in areas of research that are of importance to 
industry. Industrial Research Chairs can also enhance the ability of universities to recruit 
senior-level researchers and research leaders from industry or other sectors. 


Figure 2.3 presents the number of new applicants to NSERC’s largest program, the Discovery 
Grants program, who received both their bachelor’s and Ph.D. degrees outside the country (this 
number is a good proxy for an overall evaluation of the “attraction” activity since the vast 
majority of new professors in the natural sciences and engineering apply to the program). As the 
figure indicates, Canadian universities continue to attract hundreds of foreign educated personnel 
every year to become professors. More than 30% of the large number of first-time NSERC 
applicants are foreign educated. Recent investment by the government in university research has 
created an attractive environment to conduct research and highly trained people from other 
countries are coming to Canada to pursue their career. 


Figure 2.3 
Number of Foreign Educated’ New Applicants to NSERC’s Discovery 
Grants Program 
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The Canada Research Chairs program has helped to create a research environment that is 
conducive to the long-term retention and attraction of top researchers. A significant number of 
Chairholders has been attracted from outside Canada and many top Canadian scientists have 
stayed in the country as a result of Chair support. Figure 2.4 presents the percentage of external 
recruits awarded a Canada Research Chair in the natural sciences and engineering since the 
program’s inception. 


Figure 2.4 
Canada Research Chair (NSERC) Recruitment from Abroad by Year 
(% of New Chairs Awarded) 


2000 2001 2003 2004 2005 2006 2007 2008 


Source: Canada Research Chair Secretariat. 


NSERC also tracks the reasons grantees provide when they terminate their awards before the end 
date. As shown in Figure 2.5, only a small number of professors receiving NSERC support listed ~ 
“leaving the country” as the reason for terminating their award over the past decade. The number 
of NSERC-funded professors leaving the country is an extremely small percentage of the nearly 
12,000 professors receiving NSERC support each year and is much smaller than the number of 
new professors attracted to Canada each year (see Figures 2.3 and 2.4).. 


Figure 2.5 
Number of NSERC-Funded Professors Leaving the Country 


1999-00 2002-03 2005-06 2008-09 


Source: NSERC. 
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One of the 29 new Industrial Research Chairs in 2008-09 was awarded to Anthony Yeung of the 
University of Alberta for his work related to the oil sands. A profile of Dr. Yeung’s Chair is 
presented below: 


x 
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‘ate, Strategic Outcome: 
High Quality Canadian-Based Competitive Research in the 


NSE 


Basic research provides the foundation for all scientific and technological advances, and also 
trains the people who can generate new knowledge in Canada and understand new knowledge 
generated around the world. The following provides details of NSERC’ s performance for the two 
program activities that fall under this strategic outcome. 


Program Activity ® Fund Basic Research 


Description: 


This program activity invests in discovery through grants focusing on basic research activities. 


Expected Result: The discovery, innovation and training capability of university researchers in the natural sciences | 


os engineering i 

° Seer of Pabedan and 
percentage share of world 
production 

e Average relative impact factor 
of Canadian publications in the 
NSE (comparison with other 


Canada produces more than 
25,000 scientific publications 
annually, which represents 4.4% 
of the world total (see Figure 2.6). 
The quality of Canadian scientific 
publications ranks highly in the 


e Met All — Canada has 

* increased its share of world 
publications and is the most 
productive per capita in the 
G8 (see Figure 2.7). 

e Met All— Canada is among 


countries) G8 and the world (see Figure the world leaders in the 
e Higher education R&D | 2.8). quality of scientific 
spending as a percentage of e Canada is first in the G8 for publications. 
GDP, compared to G8 spending on higher education = | ¢ Mostly Met — The 
countries R&D as a percentage of GDP (see government’s continued 
Figure 2.9). support of university R&D has 


improved Canada’s standing. 


Actual 
Spending 


Total 


Actual 
Authorities 


127 


| Planned 


Planned 
Spending 


379.4 


The main program under this activity is the Discovery Grants program. This program is the 
mainstay of support for university-based research. The program provides funding for ongoing 
programs of research. Researchers are free to work in the mode most appropriate for the research 
area and they may pursue new research interests provided they are within NSERC’s mandate. To 
be funded, they must demonstrate both research excellence and high productivity, and 
contributions to the training of HQP. 


One of the first tangible outcomes of an investment in university R&D is a publication in a 
scientific or engineering journal. Since the vast majority (nearly 90%) of Canada’s scientific and 
engineering publications are produced by university researchers, publications are a good 
indicator of the immediate outcome from NSERC research funding and can be used to 
benchmark our performance against the rest of the world. 
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Canada is among an elite group of countries publishing a significant number of articles in 
science and engineering journals. Since the beginning of the century, Canadian researchers (all 
sectors) in the natural sciences and engineering (NSE) have increased their annual production of 
publications from roughly 20,000 per year to current averages of approximately 25,000 
publications per year, as shown in Figure 2.6. Overall, Canada’s world share of NSE papers 
stood at 4.4% in 2007, ranking eighth in the world. 


Figure 2.6 
Number of Canadian Publications in the NSE and World Share 


41998 1999 2000 2001 2002 2003 2004 2005 2006 2007p 


(oa Publications (No.) —— World Share (%) 


Source: Observatoire des sciences et des technologies p: preliminary data 


Indicators of productivity as they relate to scientific publication production can also be useful. 
One indicator is a measure of a country’s output of NSE publications per capita population. 
Figure 2.7 presents the 2007 per capita output per one million inhabitants for the G8. Using this 
criterion, Canada has the highest per capita output. 


Figure 2.7 
Per Capita Output of Publications in the NSE, 2007 


Publications per 1 million inhabitant 


Canada United Germany France US taly Japan Russia 
Kingdom 


Sources: Observatoire des sciences et des technologies, OECD, 2008 CIA World Fact Book. 


Similar to common rating systems, in which a higher score indicates more viewers, listeners or 
readers, citations are a measure of the potential use of a researcher’s work by fellow researchers. 
If a researcher’s work is being referenced or cited more often by his/her peers, then there may be 
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more intrinsic value to the work. Based on the number of citations received by papers over the 
three years following the publication year, a standardized measure called the Average Relative 
Citation Factor (ARC) is then calculated for each country and field and normalized to 1.0 to 
indicate the world average. Figure 2.8 presents the ARC values for the G8 in the NSE in 2007. 
Canada’s ARC in the NSE ranks 5" and is only slightly behind the top four countries. 


Figure 2.8 
Average Relative Citation Factor (ARC) in the NSE, 2007 


U.S. U.K. Germany France Canada ltaly Japan Russia 


Source: Observatoire des sciences et des technologies. 


In 2007, member countries of the Organization for Economic Co-operation and Development 
(OECD) spent $180 billion on university research. Canadian university professors and students 
performed 6.1% of this total. When measured as a percentage of GDP, Canada spends more on 
university research than all of its G8 competitors (see Figure 2.9). 


Figure 2.9 
Higher Education R&D (HERD) as a Percentage of GDP, 
2007 or Most Recent Year 
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Source: OECD. 
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Program Activity >» Support for Research Equipment and Major Resources 


natural sciences and engineering. 


| and en 


ineerin 


_ Indicator 


e Adequacy and impact of 


| national and regional research 
facilities in Canada and level of 


access 
_e Extent to which research 
equipment is up to date and 


research programs 


sufficient to meet the needs of 


Description: This program activity helps to support the establishment, maintenance and operation of the research 
equipment, major research resources and research capacity necessary to carry out high quality research in the 


Expected Result: The discovery, innovation and training capability of university researchers in the natural sciences | 
is supported by the access to research equipment and major reg 


A recent evaluation indicated 
better use of facilities, increased 
collaboration among researchers 
and improved international 
competitiveness. 

From a recent evaluation, 25% to 
33% of existing equipment in 
university labs will require 


ional or national research facilities. 


Met All — Meeting the 
growing operating 
requirements of national and 
regional facilities is currently 
difficult. 

Met All — Ongoing CFI and 
NSERC funding should 
continue to meet the needs for 


replacement over the coming five equipment in the short-term. 


a a ee eee a ae Cals 


2 


. Total Actual 


Planned | 
__ Spending __ Authorities | Spending _ 
| 415 l i te a) Red SP 


Planned 
os 


Actual Difference 


The key programs under this program activity are: 


- Major Resources Support (MRS): The MRS program supports researchers’ access to 
major regional or national research facilities by assisting these facilities to remain in a 
state of readiness for researchers to use. This program is the vehicle for NSERC 
investments in facilities such as the Canadian Light Source synchrotron in Saskatoon and 
the Sudbury Neutrino Observatory. 


- Research Tools and Instruments Grants (RTI): CFI funding enhances the laboratory 
setting by funding major equipment and infrastructure purchases. RTI grants enable 
professors to purchase the smaller pieces of laboratory equipment necessary to conduct 
world-class research. This critical source of funding ensures researchers have access to 
the modern research tools required to ensure the maximum return on other investments in 
research, such as Discovery Grants. 


Some of the major findings from a recent evaluation of NSERC’s Research Tools and 
Instruments (RTI), and the Major Resources Support (MRS) programs are presented below: 
" RTI funding leads to more, faster and more in-depth research as well as better trained 
HQP. These impacts were felt across the spectrum of disciplines, in all regions and in 
large and small institutions. These observations support the notion that the RTI program 


is achieving its objectives to enhance the discovery, innovation and training capability of 
university researchers. 


« Three key messages from this evaluation study were: 
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NSERC 


o a significant proportion of the existing equipment infrastructure will require 
replacement over the coming five years — between one quarter and one third of 
the value of existing equipment is at play; 

o about 20% of existing equipment will require major maintenance over the coming 
five years; and 

o itis difficult for researchers to find funding for small equipment and NSERC is a 
major source. 


As NSERC’s RTI grants are capped at $150,000 and with most of the awards less than 
$80,000, there is currently little overlap between NSERC’s RTI program and Canada 
Foundation for Innovation (CFI) grants. In fact, constraints to usage of CFI (large-scale, 
state-of-the-art projects within university strategic priorities) make unlikely a dramatic 
overlap in financial support with RTI/MFA/MRS projects. The current MRS program 
complements CFI funding for several facilities (e.g., Canadian Light Source) by 
providing the necessary operating and maintenance support to fully utilize the facilities. 
The key impacts of the MRS program were identified as better use of the facilities, 
increased collaboration among researchers and improved international competitiveness of 
Canadian researchers. 
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atte) Strategic Outcome: 
Productive Use of New Knowledge in the NSE 


Wealth is created when Canadians add value in producing goods and services that are sold in 
world markets and knowledge is the modern basis for adding value. NSERC aims to maximize 
the value of public investments in research for the benefit of all Canadians by promoting 
research-based innovation, university-industry partnerships, knowledge and technology transfer 
activities and the training of people with the required scientific and business skill sets to create 
wealth from new discoveries in the NSE. The following provides details of NSERC’s 
performance for the three program activities that fall under this strategic outcome. 


Program Activity ® Fund Research in Strategic Areas 


Description: This program activity funds research in areas of national importance and in emerging areas that are of 
potential significance to Canada. 


| Expected Result: Research and training in targeted and emerging areas of national importance is accelerated. 
Indicators. Results ___| Performance Status | 


|e Trends in funding for research | e More than 90% of Strategic e Met All — Programs have 

in the Federal S&T Strategy Partnership funding is directed to consistently supported priority 
priority areas Federal priority areas. areas important to Canada and 

e Trends in number of e A growing number of firms are the government. 

organizations participating in participating in the Strategic e Met All —Impressive 40% 

| Strategic Partnerships Partnerships Programs (see Figure | increase in the number of 

| Programs ZNO): industrial partners over the 

| e Partner satisfaction with project | e Partner satisfaction with Strategic past 5 years. 

| outcomes in targeted areas Project outcomes is high, with e Exceeded — Extremely high 

eT positive impacts realized. _ levels of partner satisfaction. 

| Financial Resources ($ millions) Human Resources (Full-Time Equivalents) 
"i 2008-09 3 te Je 2008-09 ; 

| Planned Total | Actual : 

__Spending | __ Authorities | _ Spending souk glance, sire Gene oe, 
1045.0 dhe es tolt6G do. 5 84.3 36_ mI 35 | cle : 


The key programs under this activity and the Strategic Partnerships are: 


- Strategic Project Grants: This program accelerates research and training in targeted and 
emerging areas of national importance. The research is early-stage with the potential to 
lead to breakthrough discoveries. The program target areas coincide extremely closely to 
the government’s current priority areas of the environment, energy, information and 
communications technologies, manufacturing, automotive applications, forestry, 
fisheries, and health. 


- Strategic Network Grants: This program funds large scale, complex research programs 
that involve multi-sectoral collaborations on a common research topic. The topic to be 
investigated can be of local concern, requiring a focused local network, or of regional or 
national importance, requiring a larger, more complex network. 
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The Strategic Partnerships Programs are designed to focus on priorities (NSERC Strategic Target 
Areas) and so provide an excellent framework to implement the S&T Strategy. An analysis of 
the 2008-09 Strategic Partnerships Program grants indicated that more than 90% of program 
funding was devoted to government priority areas. 


In 2008-09, a total of $47.3M was leveraged from partners in Strategic Partnerships grants versus 
NSERC’s funding of $84.3M. Given the pre-competitive nature of Strategic Partnership grants, 
the resulting leverage ratio of 56% indicates excellent partner participation. The number of 
industrial partners in these programs continues to grow and in 2008-09 stood at 487, for a 40% 
increase over the past five years (see Figure 2.10) 


Figure 2.10 
Number of Industrial Partners — Strategic Partnerships 


2004-05 2005-06 2006-07 2007-08 2008-09 


In a five-year follow-up of NSERC’s Strategic Project grants, interviews were conducted with a 
total of 127 partners (67% response rate) from either industry or government. Some of the 
highlights from the survey are presented below: 


« Almost all respondents indicated that their Strategic Project grant experience had been 
worthwhile (i.e., 99.6% of university researchers, 95.7% and 100% of industry and public 
sector partners respectively). 

- Figure 2.11 presents the benefits industry and government partners realized from their 
participation on the Strategic Project grant. 
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Figure 2.11 
How Partners Use Results from an NSERC Strategic Project Grant 
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Program Activity ® Fund University-Industry-Government Partnerships 


Description: This program activity fosters collaborations between university researchers and other sectors, 


including government and industry, in order to develop new knowledge and expertise, and to transfer this 


knowledge and expertise to Canadian-based organizations. 
Expected Result: Mutually beneficial collaborations between the private sector and researchers in universities, 
_ resulting in industrial or economic benefits to Canada. 


| Indicators ne | Results Performance Status 
|e Ratio of partner contributions |e Partners continue to contribute |e Mostly Met — Industrial 
to NSERC funding more funding than NSERC on partners continue to contribute | 
e Partner satisfaction with CRD grants (see Figure 2.12). a substantial amount of 
research results e Post award surveys indicate that funding in NSERC’s 
| e Trend in number of companies | partners are extremely satisfied partnership programs. 
involved in university-industry with their collaboration with | @ Met All— Partners indicate 
| partnerships university researchers and strong satisfaction and 
students. economic impacts. 
e The number of firms participating | e Mostly Met —- Number of 
with NSERC continues to grow firms participating in the CRD 
| (see Figure 2.13). program is up 23% in the past 
Se otied cho © (pee 2 Lap te five years. a 
Financial Resources ($ millions) | Human Resources (Full-Time Equivalents) 
Neges > __ 2008-09 | 2008-09 ; 
Planned Total Actual | : 
‘Spending | Authorities | Spending |  |__"lammed | Actual |_—Differenct 
139.5 ae a ree oe ee | (ieee TT bee iG 


The key programs under this program activity are: 


- Collaborative Research and Development (CRD) Grants: This program gives 
companies operating from a Canadian base access to the unique knowledge, expertise and 
educational resources available at Canadian postsecondary institutions and offers 
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opportunities for mutually beneficial collaborations that result in industrial or economic 
benefits to Canada. 


- Networks of Centres of Excellence (NCEs): The Networks of Centres of Excellence 
(including the Business-Led Networks) are unique partnerships among universities, 
industry, government and not-for-profit organizations aimed at turning Canadian research 
and entrepreneurial talent into economic and social benefits for all Canadians. These 
nationwide, multidisciplinary and multi-sectoral research partnerships connect excellent 
research with industrial know-how and strategic investment. They create a critical mass 
of research capacity by networking researchers and partners across Canada. 


- Centres of Excellence for Commercialization & Research: The program funds world- 
class centres to advance research and facilitate commercialization of technologies, 
products and services. These centres operate in the priority areas of the S&T Strategy: 
information and communications technology, environment, energy and natural resources, 
and health. 


The Collaborative Research and Development (CRD) program is intended to give companies 
operating from a Canadian base access to the special knowledge, expertise and educational 
resources at Canadian postsecondary institutions and to offer opportunities for mutually 
beneficial collaborations that result in industrial or economic benefits to Canada. The industrial 
partners also contribute financially to the university research projects. A comparison of NSERC 
funding to industry contributions for the CRD program is presented in Figure 2.12. 


Figure 2.12 
Contributions to NSERC’s Collaborative R&D Grants (CRD) Program 


(millions of dollars) Ten-year 
Average 


B® NSERC 
@ Industry! 


1999-00 2002-03 2005-06 2008-09 
Fiscal Year 


1. Best estimate. 
Source: NSERC. 


NSERC tracks the outcomes of its Collaborative Research and Development (CRD) program by 
following-up with researchers and partners. Results from the latest follow-ups are described 
below: 


e CRD reports required an overall ranking to assess the extent to which overall objectives 
of the program were achieved. The answers were rated on a scale of | to 7 where | meant 
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“not at all”, the midpoint indicated “somewhat” and 7 indicated “to a great extent.” 74% 
of reports responded with scale 6 and 7 indicating that objectives and milestones were 
achieved to a large extent. There were no responses that indicated that objectives were 
“not met at all”. 

Out of 276 reports, 49% of the projects reported contribution to new products or 
processes and 67% of projects reported contribution to improved products or processes. 
There were 18 new licenses generated and 103 patents had been filed. Twenty four of 
those had been reviewed at the time reports were received. Start-up companies were 


created for 13 projects. 


The number of firms participating in the CRD program continues to grow and stood at 548 in 
2008-09, a 23% increase over the past five years (see Figure 2.13). Hundreds of firms have been 
partners on several projects indicating a continued interest and sustained benefits derived from 


their collaboration with universities. 


Figure 2.13 
Number of Industrial Partners — Collaborative R&D Grants 
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Some of the findings from a recent evaluation of the Networks of Centres of Excellence program 


(report is available at http://www.nce-rce.gc.ca/pubs_e.htm) were: 


NSERC 


While many of the positive outcomes of the NCE Program are shared with other network- 
related programs, it performs better than these programs in some key areas, such as the 
creation of structured networks, the establishment of intersectoral partnerships, and 
knowledge utilization — in particular, the commercialization of research findings. 
Clearly, there is an undisputed place for the NCE Program. 

NCE networks have been successful at bringing together researchers, public sector and 
private sector representatives, and NGOs to contribute to the definition of key knowledge 
issues, the execution of research and the translation of research findings into actionable 
results. 
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e Networking and collaboration programs double the amount of knowledge transfer 
activities and increase knowledge utilization significantly according to researchers. 


Program Activity ® Support Commercialization 


Description: This program activity supports innovation and promotes the transfer of knowledge and technology to 


Canadian companies. 


Expected Result: The transfer of knowledge and technology residing in Canadian universities and colleges to the 
user sector is facilitated. : 
Indicator ee ¥ | Results x Performance Status Me) ae 
e Trends in technology and e University licensing revenues, e Mostly Met — Most 
knowledge transfer activity spin-off company formation and technology transfer metrics 
patent activities have increased in are increasing, although | 
the latest year (see Figure 2.14). inventions and new licenses _| 
e NSERC-related spin-off are down. 
companies generate impressive 
economic contributions to Canada 
sso Shuldless ____(see Figure 2.15). ep ae ae tet ote ft oii ot hing 
Financial Resources (§ millions) Human Resources (Full-Time Equivalents) 
2008-09 | eee rere 008 00 ee ae 
Planned Total Actual ; 
_ Spending | Authorities _ __ Spending (Pines tans RA eonnge nero tiene tu K het 
(0tewe mi 4 bo oo ee ee 


The key programs under this program activity are: 


- Intellectual Property Mobilization (IPM) Program: The objective of this program is to 
accelerate the transfer of knowledge and technology residing in Canadian universities and 
hospitals for the benefit of Canada. The IPM program provides funding in partnership 
with universities to support activities related to managing and transferring intellectual 
property resulting from publicly funded research performed at universities. 


- Idea to Innovation (121) Program: [2] accelerates the pre-competitive development of 
promising technologies and promotes its transfer to Canadian companies. The program 
supports R&D projects with recognized technology- transfer potential by providing 
crucial assistance to university researchers in the early stages of technology validation 
and market connection. 


Statistics Canada currently conducts a survey of intellectual property (IP) commercialization in 
the university sector every year. The key results from the first six surveys are highlighted in 
Figure 2.18. The survey data are confidential and it is therefore impossible to link the outcomes 
in the figure below to NSERC funding. However, from NSERC’s analysis of patents and 
publications, it is highly likely that the majority would be attributable to NSERC funding (all 
NSERC funding and not just the programs under this program activity). The sizeable increases 
seen over the six-year period for most of the commercialization activities presented is a positive 
result. 
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oC ela 
Commercialization Activity 1999 2001 2003 2004 2005 2006 


Inventions disclosed 
Inventions protected 

New patent applications 
Patents issued 

Total patents held 

New licences 

Total active licences 
Royalties from licensing ($M) 
Total spin-off companies 


Figure 2.14 
Survey of University Intellectual Property Commercialization 


829 4,105 nites 1432 1,452, 1,356 
509 682 597, 629 761 707 
616 932 1,252 1,264 1,410 1,442 
3295 381 347 397 374 339 
1,626" 2,105 9,047 3,027 3,964 4,784 
218 320 422 494 621 437 
AOS 15338 5 B77 56 2,022 2,836 2,038 
$18.9)! $52.5 4 1 $55.5 $51.2: »$55.2) | $59.7 
454 680 876 968...-1,027, - 1.403 


Source: Statistics Canada 


By way of example of university spin-off companies, NSERC engages in a detailed biannual 
study to uncover firms that were created based on university research. The start-up companies 
uncovered have all been founded on results of research funded partially by NSERC. The 154 
start-up companies featured in Figure 2.15 are currently in the business of producing goods and 
services for Canadian and international markets. Combined, these companies employ nearly 
18,000 Canadians and generate $3.9 billion in annual sales/revenue. 


Acquired NSERC spin-offs: 32 | 


TOTAL: 263 


Employees (active companies): 


Annual Revenues: $3.9 Billion 


Source: NSERC 
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Figure 2.15 
Spin-Off Companies Linked to NSERC-Funded Research 
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Section 3: 


Supplementary Informatio 7 


3.1 Financial Highlights 


For the Period ending March 31, 2009 
Condensed Statement of Financial Position 


(in thousands of dollars) Percentage 
Variance 2009 2008 


Total Assets -0.1% 11,878 11,895 


Total Liabilities 8.1% 12,210 11,297 
Total Equity -155.5% (332) 598 


Total Liabilities & Equity -0.1% 11,878 [E395 


For the Period ending March 31, 2009 
Condensed Statement of Operations 


(in thousands of dollars) ee 2009 2008 
Variance 


Expenses Total Expenses 1.8% 1,036,116 1,017,435 
Revenues Total Revenues -25% 3 4 


NETCOSTOF OPERATIONS | = ssisdTsi8% | 1,036,113 | 1,017,431 


Figure 3.1 summarizes NSERC’s Figure 3.1 

expenditures by category of Expenses by Type 

expenditure for 2008-09. NSERC’s 

administration costs are Grants and 

approximately five per cent of its total ea 

budget, which is low compared to 

similar agencies in Canada and Der 
around the world. Pa 4a ga 
Financial Statements 


NSERC’s audited financial 
statements for the year ending March 
31, 2009 can be found on-line at: 


NSERC Financial Statements, 2008- 
09 
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3.2 List of Tables 


The following tables are available on-line: 


Table 1: Sources of Non-Respendable Revenue 
Table 2: Details on Transfer Payment Programs (TPPs) 


Table 3: Internal Audits and Evaluations 
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The Estimates Documents 

Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I - The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside oyer the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and I of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2009. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/56-2009 
ISBN 978-0-660-64341-0 
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Departmental Performance Reports 2008-09 


Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR is credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which is structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 is available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www. tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which is also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance,.and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 


prad-drrp@tbs-sct.gc.ca. 
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Commissioner’s Message 


It is my pleasure to present the 2008-09 Departmental Performance 
Report for the Northern Pipeline Agency (NPA). 


The Northern Pipeline Agency was created by special legislation in 
1978 to facilitate the efficient and expeditious planning and 
construction in Canada of the Alaska Natural Gas Transportation 
System by Foothills Pipe Lines Ltd. The system was to carry natural 
gas discovered at Prudhoe Bay, Alaska, to Canada and the lower 48 
states. Foothills is now owned by TransCanada Pipelines. 


The Agency’s activity level peaked in 1981-82 during the construction of the “Prebuild” portion 
of the project in southern Alberta, British Columbia and Saskatchewan. At that time, the Agency 
had over 100 employees involved in policy and planning, socio-economic and environmental 
assessment, scheduling and regulation, and engineering and design. The Prebuild currently 
transports Alberta natural gas for export to the United States. 


In 1982, low natural gas prices relative to the cost of completing the pipeline system led the 
project sponsors to put the Northern portion of the project on hold. The Agency in turn shrank to 
a skeleton organization, which oversaw approvals of expansions to the existing pre-build 
facilities (the necessary technical review work was conducted by the National Energy Board). 


In 2008, TransCanada Pipelines was selected by the State of Alaska under the Alaska Gasline 
Inducement Act (AGIA) to receive up to $500 million in State assistance to pursue an Alaska 
Highway natural gas pipeline. The large-scale project would transport 4-5 billion cubic feet per 
day of natural gas in a 48-inch, high-pressure pipeline from Prudhoe Bay, Alaska, to markets in 
Canada and the lower 48 states. Project costs were previously estimated at $30 billion. 


To meet the terms of AGIA, TransCanada is required to conduct an “open season” in the United 
States by mid-2010. This is a solicitation process to determine the level of commercial interest 
in the project. TransCanada is then required to file an application with the US Federal Energy 
Regulatory Commission for a transmission pipeline from Prudhoe Bay to the Canadian border. 


TransCanada has communicated its project time-line to the Northern Pipeline Agency, including 
its intention to proceed with the Canadian portion of the project, and has asked the Agency to 
undertake various preparatory activities. 


es ce i Sa ee ee Nr ir ee ES vx 
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In December 2008, the NPA began a search for a full-time assistant commissioner to begin 
delivering on the responsibilities of the Government of Canada that are embodied in the 
Northern Pipeline Act by continuing to work with TransCanada Pipelines Limited and with 
federal agencies, provincial and territorial governments and with First Nations. An Assistant 
Commissioner was hired in July 2009 and the agency is anticipating a need for additional human 
resources in 2009-10, as activity under the NPA increases. 


CagsiefDoyle 
Comm|stioner, hern Pipeline Agency, and 
Deputy Minister, Natural Resources Canada 
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SECTION I: DEPARTMENTAL OVERVIEW 
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Summary Information 


Raison d’étre 


The Northern Pipeline Agency was established in 1978 to facilitate the planning and 
construction of the Canadian portion of the Alaska Highway Natural Gas Pipeline Project while 
maximizing social and economic benefits and minimizing any adverse social and environmental 
effects. 


Responsibilities 


Under the Northern Pipeline Act, the Northern Pipeline Agency can be called to undertake a 
number of activities: 


« facilitate the efficient and expeditious planning and construction of the pipeline taking 
into account local and regional interests, the interests of the residents, particularly the 
native people, and recognizing the responsibilities of the Government of Canada and 
other governments, as appropriate, to ensure that any native claim related to the land on 
which the pipeline is to be situated is dealt with in a just and equitable manner; 

- facilitate, in relation to the pipeline, consultation and coordination with the governments 
of the provinces, the Yukon Territory and the Northwest Territories; 

¢ maximize the social and economic benefits from the construction and operation of the 
pipeline while at the same time minimizing any adverse effect on the social and 
environmental conditions of the areas most directly affected by the pipeline; and, 

¢ advance national economic and energy interests and to maximize related industrial 
benefits. 


Strategic Outcome and Program Activity Architecture (PAA) 


The Northern Pipeline Agency has a single strategic outcome and a single program activity. 
Both are aligned with the Government of Canada’s Strong Economic Growth outcome as per 
the Whole-Of-Government-Framework. 
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Northern Pipeline Agency 


NPA Strategic Outcome: 


Facilitate the planning and construction of the Canadian portion of the Alaska Highway 
Natural Gas Pipeline Project while maximizing social and economic benefits and 
minimizing adverse social and environmental effects. 


NPA Program Activity: 


Regulate the planning and construction of the Canadian portion of the Alaska 
Highway Natural Gas Pipeline Project. 


The challenge for the Northern Pipeline Agency is to respond quickly in the event the Northern 
segment of the pipeline project is reactivated. Since the Northern Pipeline Act came into force, 
the external environment relevant to environmental, socio-economic and governance 
considerations, has changed. Some of the changes in Yukon include new environmental 
legislation, devolution of some federal responsibilities, and settlement of most First Nations land 
claims along the pipeline route. 


The NPA will need to review updated environmental and socio-economic regulatory processes 
while respecting the rights of First Nations. The NPA must also respect the rights granted to 
Foothills (TransCanada) under the Northern Pipeline Act, in particular the existing certificates of 
public convenience and necessity. 


Summary of Performance 


2008—09 Financial Resources 


In 2008-2009, the Agency had spending authority of $265,000. The spending authority was 
established in anticipation of an increase in Agency workload to support a high level of planning 


activity for the pipeline. 
Total Authorities Actual Spending 


Planned Spending* 
265,000 257211 139,718 


* The NPA recovers its costs from Foothills through existing authorities pursuant to section 29 of the Act and 
determined in accordance with section 24.1 of the National Energy Board Act and the National Energy Board Cost 
Recovery Regulations. 


Each year, the Agency's operating budget includes contingencies to mitigate any requirement to 
return to Parliament for increased funding in the event activity occurs related to either the 
existing portion of the pipeline, or construction of the balance of the pipeline. Agency operating 
expenditures are kept to a minimum unless Foothills, or some other party, initiates some action 
or formal request of the Agency, in which case operating expenditures may increase 
proportionately. 
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As reported in the 2008-2009 RPP, an allotment was obtained for the second half of 2008-2009 
to retain additional staff in response to an anticipated increase in activity by Foothills. This 
increase in activity did not occur in the 2008-09 year and the funds were not fully released. 


2008—09 Human Resources (FTEs) 


Performance Summary 


Performance Indicators 2008—09 Performance 


Regulate the planning and construction of the Canadian | Maintained regular dialog with Foothills, and other key 
portion of the Alaska Highway Gas Pipeline Project. stakeholders. The NPA also continued to operate as a 
This program activity is aligned with the Government separate agency, ready to respond to increased levels of 


of Canada’s Strong Economic Growth outcome. project planning activity. 


The NPA will effectively respond to any regulatory Foothills did not file any regulatory filings. 
filings by Foothills and make certain that the Act is 
properly administered. 


To allow the NPA to prudently refine its plans and 
state of readiness to respond and to enhance its 
engagement with other participants that would be 
involved in the planning and the construction of this 
phase of pipeline development, an adequate level of 
staff will be hired. 


NPA began its search for an Assistant Commissioner in 
fiscal 2008-09. An Assistant Commissioner was hired in 
July 2009 to respond to increased requirements associated 
with TransCanada Pipelines’ activities related to its Alaska 
Natural Gas Pipeline project. Further staffing is underway. 
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2007-08 a i | 2008-09 (S$ thousands) 


Actual Main — | Planned Total Actual 
Spending | Estimates Spending | Authorities | Spending 


eee - i 


257, : 139. 7 


Alignment to Government 
of Canada Outcomes 


Program Activity 


Strong Economic Growth - 
Canada's natural resource 
sector enjoys on average 
between 20 and 25 percent 
of all capital investment; 
and accounts for over one- 
third of Canada's entire 
stock of foreign direct 
investment. 


Regulate the planning and 
construction of the Canadian 
portion of the Alaska 
Highway Natural Gas 
Pipeline Project. 


Contribution of Priorities to Strategic Outcome 


Operational Priorities Type Status Linkages to Strategic 
Outcome 


- In December 2008, om isa - As of July 2009, the | The priority is linked to: 
; newly- ane 
Foothills requested that the aN Ve ehey NPA has a full-time - Facilitating the planning 


NPA be restaffed to make 
the necessary preparations 
to complete a technical, 
environmental and socio- 
economic review of 
reports and plans that may 
be submitted related to an 
Alaska Highway natural 
gas pipeline 

- As per the RPP, 
responding to the 


assistant 
commissioner who is 
actively working on 
all of Foothills’ 
requests. 


-NPA coordinated 
inter-departmental 
meetings and began 
First Nations 
engagement. 


and construction of the 
Canadian portion of the 
Alaska Highway Gas 
Pipeline Project 


priority for the 
reporting year. 


As project activity increases, 
additional staff will be 
required to carry out the 
regulatory and planning work. 


ndit - The priority has 
reactivation of Phase II of mostly met Foothills’ 
the pipeline is a priority expectations. 


for the NPA. 


2 ERR 
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Risk Analysis 


TransCanada has communicated its project time-line to the Agency, including its intention to 
proceed with the Canadian portion of the project, and has asked the Agency to undertake various 
preparatory activities. These activities include First Nations engagement and providing certainty 
on the process that will be used to review all of the technical, financial, environmental, socio- 
economic and other information that TransCanada will be required to file to proceed with the 
Foothills project. 


Without an increase in staff levels and operating funds, the Northern Pipeline Agency will not be 
able to take the necessary policy decisions and make the necessary preparations to complete a 
technical, environmental and socio-economic review of reports and plans that will be submitted 
related to an Alaska Highway natural gas pipeline. 


Failure to make timely preparations could jeopardize the Government of Canada’s performance 
of its responsibilities under the 1977 Canada-US Agreement and the Northern Pipeline Act, and 
pursuant to TransCanada’s rights related to its existing certificates of Public Convenience and 
Necessity, and its existing pipeline easement in the Yukon. 


Expenditure Profile 


Spending Trends 


| i Planned Spending 
| O Total Authorities _ 


| @ Actual — ; | 


Fiscal Year 


@) 200 400 800 1000 
Thousands ($) 
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Voted and Statutory Items 


| ($ thousands) | 
| Vote # or 


Wording 


Operating expenditures 


Grants and contributions 


Contributions to employee benefit 
plans 


Minister of Natural Resources Canada 
—Salary and motor car allowance 


There were no significant differences between the spending in 2007-08 and 2008-09. 
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SECTION II: ANALYSIS OF PROGRAM ACTIVITIES BY 
STRATEGIC OUTCOME 
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Strategic Outcome 


Facilitate the planning and construction of the Canadian portion of the Alaska Highway Natural 
Gas Pipeline Project while maximizing social and economic benefits and minimizing adverse 
social and environmental effects. 


Program Activity by Strategic Outcome 


Program Activity: Regulate the planning and construction of the Canadian portion of the 


Alaska Highway Gas Pipeline Project. This program activity is aligned with the 
Government of Canada’s Strong Economic Growth outcome. 


2008-09 Financial Resources 2008-09 Human Resources (FTEs) 


Planned Total Actual 
Spending Authorities Spending Planned Actual Difference 


Expected Performance Performance Performance 
Results Indicators Status Summary 


In concert with other federal | Regulate the planning and | Mostly met — no The NPA maintained a state 
government departments, the | construction of the Canadian | construction took place | of readiness to respond to any 
NPA will develop a portion of the Alaska during the 2008-09 requests initiated by Foothills. 
regulatory framework which | Highway Gas Pipeline fiscal year. 
accommodates modern Project. 
environmental practices, 
takes into account the rights 
of First Nations communities, 
and considers the interests of 
provincial-territorial 
governments, so as to be 
prepared to effectively 
regulate and to facilitate the 
planning and the construction 
of the Foothills pipeline, 
should a detailed project plan 
come forward. The NPA’s 
activities are dictated by the 
timing and pace of the 
planning and construction of 
the pipeline. 


Met all—the NPA 
administered the Act 
and there were no 
regulatory filings 
requiring response. 


Mostly met — the NPA 
began its search for a 
permanent, full-time 
assistant 
commissioner. 


The NPA maintained a state of 
readiness to respond to any 
requests initiated by Foothills. 


The NPA will effectively 
respond to any regulatory 
filings by Foothills and make 
certain that the Act is 
properly administered. 


To allow the NPA to 
prudently refine its plans 
and state of readiness to 
respond and to enhance its 
engagement with other 
participants that would be 
involved in the planning 
and the construction of this 
phase of pipeline 
development, an adequate 
level of staff will be hired. 


The NPA now has a full-time 
assistant commissioner. 


Benefits for Canadians 


An Alaska Highway Natural Gas Pipeline would be the largest private sector infrastructure 
investment in North American history. Such a project would make considerable contributions 
towards Canada’s strategic outcome of Strong Economic Growth. 
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Natural resources have contributed to the development of Canada as a modern industrial society 
generating prosperity (e.g., jobs) and a higher quality of life for generations of Canadians. In 
2007, Canada's energy sector accounted for 6.9% of gross domestic product (GDP); accounted 
for 2 percent of total employment; and was the source of a record $138 billion in merchandise 
exports. In 2008, capital expenditures in the energy sector amounted to $81.2 billion, 
representing 23.5 percent of total public and private investments in Canada. 


In addition to the macroeconomic benefits associated with an Alaska Highway pipeline, there 
would also be significant regional economic benefits including northern development. 


Performance Analysis 


In working toward realization of its strategic outcome, the Agency's principal task for 

2008-2009 fiscal year was to initiate preparedness to respond to regulatory filings by Foothills and 
to make sure that the Northern Pipeline Act was properly administered. With the renewed interest 
in northern pipelines the Agency was called on to provide information in the event that the northern 
segment of the pipeline (Phase II) proceeded, including an examination of the commitments of the 
Government of Canada that are embodied in the Act and changes to other legislation that have 
occurred since the pipeline was certificated. 


The agreements that are currently in place with NRCan and other government departments 
continued to facilitate efficiencies in the administration of the Act. An administrative agreement 
exists between the Yukon Territory Government and the Agency to facilitate the administration of 
an easement agreement related to land access rights granted to Foothills for the pipeline. The 
Agency collected the annual fee of $30,400 from Foothills on behalf of Indian and Northern 
Affairs Committee (INAC) and redistributed an appropriate share to the Yukon Territory 
Government. These transactions are excluded from the calculations of recoverable costs mentioned 
in Section 3.2 Financial Performance. 


In light of the low-level of activity in the Agency, there are no specific RPP commitments or 
parliamentary committee recommendations to be implemented. 

Lessons Learned 

On account of very little activity on the Foothills pipeline project during the fiscal 2008-2009 


period, most Northern Pipeline Agency activity was administrative in nature. Therefore, there 
are no lessons learned to report at this time. 
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SECTION III: SUPPLEMENTARY INFORMATION 
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Organizational Information 


The Northern Pipeline Agency has been designated as a department for the purposes of the 
Financial Administration Act. The NPA currently reports to Parliament through the Minister 
of Natural Resources Canada who is responsible for the management and direction of the 
NPA. The NPA has one senior officer, a Commissioner appointed by the Governor in 
Council. The Commissioner is currently the Deputy Minister of NRCan. Its organizational 
structure is defined by the Act. The Commissioner has appointed a full time Assistant 
Commissioner of the Agency. 


The figure below provides a schematic of the reporting relationship of the key officers 
responsible for the NPA’s program activity. 


Minister 
Hon. Lisa Raitt 
Commissioner 
Deputy Minister, NRCan 
Asst. Commissioner and Comptroller 


Designated Officer from NEB 
(Vacant as of March 31, 2009) 
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Financial Highlights 


Condensed Statement of Financial Position 


As at March 31 % Change 

Financial Assets -12% 821,959 938,548 

Non Financial Assets -40% 4,106 6,894 
TOTAL ASSETS -13% 826,065 ae 

A/P and Accrued Liabilities 645% 33,127 4,444 

-| Deferred Revenue -16% 792,938 940,998 

TOTAL LIABILITIES 826,065 945,442 

Equity 
TOTAL EQUITY 

TOTAL LIABILITIES AND EQUITY 826,065 945,442 


Condensed Statement of Operations 


For the Year ending March 31 % Change 


Regulatory Revenue 8% 148,060 137,451 

TOTAL REVENUES 148,060 137,451 
Professional and Special Services 0% 89,095 88,965 
Rentals 51% 41,180 27,337 
Salaries and Employee Benefits 25% 9,629 7,708 
Amortization -45% 2,788 5,069 
Transportation and Communication -64% 5A 7,607 
Information 264% 2,603 716 
Other arte 14 49 

TOTAL RECOVERABLE EXPENSES 148,060 137,451 
Non-Recoverable Services 56,385 

TOTAL NON-RECOVERABLE 


56,385 


EXPENSES Baia 


NET COST OF OPERATIONS 


56,385 
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Financial Highlights Chart 


Most of the Northern Pipeline Agency’s expenses are cost recoverable. The largest single 
expense is that of a service agreement with NRCan’s Shared Service Office to provide 
administrative, financial and technical services. 


2%) NPA Expenses 
2%- 


|B Professional and Special 
Services 


@ Rentals 


Pe 


7% 


0 Salaries and Employee 
Benefits 


O Amortization 
28% 


59% @ Transportation and 
Communication 


f Information 


@ Other 


Contacts for Further Information 


Northern Pipeline Agency 
615 Booth Street 

Ottawa, Ontario K1A 0E4 
Telephone: (613) 992-9612 
Fax: (613) 995-1913 


Financial Statements 


The Northern Pipeline Agency’s audited financial statements are included in the following 
pages. 
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Statement of Management Responsibility 


| 
Responsibility for the integrity and objectivity of the accompanying financial statements : 
for the year ended March 31, 2009 and all information contained in these statements | 
rests with the Agency’s management. These financial statements have been prepared | 
by management in accordance with Treasury Board accounting policies which are 

consistent with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these 
financial statements. Some of the information in the financial statements is based on 
management's best estimates and judgment and gives due consideration to materiality. 
To fulfil its accounting and reporting responsibilities, management maintains a set of 
accounts that provides a centralized record of the Agency’s financial transactions. | 
Financial information submitted to the Public Accounts of Canada and included in the | 
Agency's Departmental Performance Report and Annual Report is consistent with these 
financial statements. 


Management maintains a system of financial management and internal control designed 

to provide reasonable assurance that financial information is reliable, that assets are 

safeguarded and that transactions are in accordance with the Financial Administration 

Act, are executed in accordance with prescribed regulations, within Parliamentary 

authorities, and are properly recorded to maintain accountability of Government funds. 

Management also seeks to ensure the objectivity and integrity of data in its financial 

statements by careful selection, training and development of qualified staff, by 
organizational arrangements that provide appropriate divisions of responsibility, and by | 
communication programs aimed at ensuring that regulations, policies, standards and 
managerial authorities are understood throughout the Agency. 


The financial statements of the Agency have been audited by the Auditor General of 
Canada, the independent auditor for the Government of Canada. 


Chyistopher Cuddy 
Assistant Commissioner 


Ottawa, Canada 
August 14, 2009 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR'S REPORT 
To the Minister of Natural Resources 


| have audited the statement.of financial position of the Northern Pipeline Agency as at 
March 31, 2009 and the statements of operations, equity of Canada and cash flow for 

the year then ended. These financial statements are the responsibility of the Agency’s 

management, My responsibility is to express an opinion on these financial statements 

“based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that | plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the 
financial position of the Agency as at March 31, 2009 and the results of its operations 
and its cash flows for the year then ended in accordance with Canadian generally 
accepted accounting principles. 


Further, in my opinion, the transactions of the Agency that have come to my notice 
during my audit of the financial statements have, in all significant respects, been in 
accordance with the Financial Administration Act and regulations, the Northern Pipeline 
Act and regulations, the Nationa/ Energy Board Cost Recovery Regulations and the by- 
laws of the Agency. 


ae ee 


Crystal Pace, CA 
Principal 
for the Auditor General of Canada 


Ottawa, Canada 
August 14, 2009 


RHO Tue Spas Street. Otta mag Omt arin, KIA 0G 6. 
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Northern Pipeline Agency 
Statement of Financial Position 
As at March 31 


ASSETS 


Financial assets 
Due from Consolidated Revenue Fund 
Accounts receivable and advances (Note 7) 


Non-financial assets 
Tangible capital assets (Note 6) 


TOTAL ASSETS 


LIABILITIES 
Accounts payable and accrued liabilities (Note 7) 
Deferred revenue (Note 4) 


TOTAL LIABILITIES 


Equity of Canada 


TOTAL LIABILITIES AND EQUITY OF CANADA 


Contractual obligations (Note 8) 


2009 


$801,402 


20,557 


821,959 


4,106 


$826,065 


$33,127 


792,938 


826,065 


$826,065 


The accompanying notes form an integral part of the financial statements. 


Approved by: 


26,785 


6,894 


$945,442 


940,998 


$945,442 


2008 


$911,763 


938,548 


$4,444 


945,442 
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Northern Pipeline Agency 
Statement of Operations 
y For the Year Ended March 31 


2009 2008 
REVENUE 
Regulatory revenue $148,060 $137,451 
OPERATING EXPENSES 
Professional and special services $89,095 $88,965 ; 
Rentals 41,180 27,337 
Salaries and employee benefits 9,629 7,708 
Amortization 2,788 5,069 
Transportation and communication 2,751 7,607 i 
Information 2,603 716 
Other 14 49 
TOTAL RECOVERABLE EXPENSES ; 148,060 137,451 | 
NON-RECOVERABLE SERVICES PROVIDED 
WITHOUT CHARGE (Note 7) 56,385 48 888 
NET COST OF OPERATIONS $56,385 $48,888 
Statement of Equity of Canada 
For the Year Ended March 31 
2009 2008 | 
| 
Equity of Canada, beginning of the year $ = $ = | 
Net cost of operations f (56,385) (48,888) 
Change in due from Consolidated Revenue Fund (110,361) (79,778) 
Non-recoverable services received without charge 56,385 48,888 
Net cash provided by Government 110,361 79,778 
Equity of Canada, end of the year $ 5 $ - 
The accompanying notes form an integral part of the financial statements. 
| 
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Northern Pipeline Agency 
Statement of Cash Flow 
For the Year Ended March 31 


2009 2008 
Operating Activities 
Net cost of operations $56,385 $48,888 
Adjustment for non-cash items 
Services received without charge (Note 7) (56,385) (48,888) 
Amortization of tangible capital assets (2,788) (5,069) 
(2,788) (5,069) 
Variations in the Statement of Financial Position 
(Decrease) in accounts receivable and advances (6,228) (55,609) 
(Increase) decrease in accounts payable and accrued liabilities (28,683) 3,005 
Decrease in deferred revenue 148,060 137,451 
Cash used by operating activities 110,361 79,778 
| 
Financing Activities 
Net cash provided by Government of Canada $_ (110,361) $ (79,778) 


The accompanying notes form an integral part of the financial statements 
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Notes to the Financial Statements 
Year ended 31 March 2009 


1. Authority, Objectives and Operations 
In 1978, Parliament enacted the Northern Pipeline Act to: 


e give effect to an Agreement on Principles Applicable to a Northern Natural 
Gas Pipeline (the Agreement) between the Governments of Canada and the | 
United States of America; 

e establish the Northern Pipeline Agency (the Agency) to oversee the planning 
and construction of the Canadian portion of the project. 


The Agency is designated as a department and named under Schedule !.1 of the 
Financial Administration Act, reporting to Parliament through the Minister of 
Natural Resources. 


The objectives of the Agency are to: 


1) carry out and give effect to the Agreement of September 20, 1977 between 
Canada and the United States underpinning the project; 


2) carry out, through the Agency, federal responsibilities in relation to the 
pipeline; 


3 


ee 


facilitate the efficient and expeditious planning and construction of the 
pipeline, taking into account local and regional interests; 


4) facilitate consultation and coordination with the governments of the provinces 
and the territories traversed by the pipeline; 

5) maximize the social and economic benefits of the pipeline while minimizing 

any adverse social and environmental effects; and | 


ma 


6) advance national economic and energy interests and to maximize related | 
industrial benefits by ensuring the highest possible degree of Canadian 


participation. 


~~ 


In 1982, the sponsors of the Pipeline announced that the target date for 
completion had been set back until further notice and all parties scaled down 
their activities. Work continues to prepare the Agency to meet commitments set 
out in the Northern Pipeline Act should Foothills Pipe Lines Ltd. decide to 
proceed with the secona stage of the Alaskan Natural Gas Transportation 
System. 


Nm 
ws 
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Notes to the Financial Statements 
Year ended 31 March 2009 


In accordance with Section 29 of the Northern Pipeline Act and with the National 
Energy Board Cost Recovery Regulations, the Agency is required to recover all 
of its annual operating costs from the companies holding certificates of public 
convenience and necessity issued by the Agency. Currently, Foothills is the sole 
holder of such certificates. The Government of Canada provides funds for 
working capital through an annual Parliamentary appropriation. 


2. Significant Accounting Policies 


These financial statements have been prepared in accordance with Treasury 
Board accounting policies and year-end instructions issued by the Office of the 
Comptroller General, which are consistent with Canadian generally accepted 
accounting principles for the public sector.. 


a) Parliamentary appropriations: 


The Agency is financed by the Government of Canada through Parliamentary 
appropriations. Appropriations provided to the Agency do not parallel financial 
reporting according to generally accepted accounting principles since 
appropriations are primarily based on cash flow requirements. Consequently, 
items recognized in the statement of operations and the statement of financial 
position are not necessarily the same as those provided through appropriations 
from Parliament. Note 3 provides a high-level reconciliation between the bases 
of reporting. 


b) Net cash provided by Government: 


The Agency operates within the Consolidated Revenue Fund (CRF), which is 
administered by the Receiver General for Canada. All cash received by the 
Agency is deposited to the CRF and all cash disbursements made by the Agency 
are paid from the CRF. The net cash provided by the Government is the 
difference between all cash receipts and all cash disbursements including 
transactions between the Agency and departments of the federal government. 


c) Due from the Consolidated Revenue Fund: 


Due from the Consolidated Revenue Fund (CRF) represents the amount of cash 
that the Agency is entitled to draw from the Consolidated Revenue Fund without 
further appropriations, in order to discharge its liabilities. 
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Northern Pipeline Agency 
Notes to the Financial Statements 
Year ended 31 March 2009 

d) Revenue/Deferred revenue: 


Revenues from regulatory fees recovered from Foothills are recognized in the 
accounts based on the services provided in the year. 


Revenues that have been received but not yet earned are recorded as deferred 

revenues. Deferred revenues represent the accumulation of excess billings over | 
the actual expenses for the last two fiscal years. | 
e) Expenses: 


Expenses are recorded on the accrual basis. 


Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 


Services received without charge from other government departments are 
recorded as operating expenses at their estimated cost. 


f) Accounts receivable: 


Receivables are stated at amounts expected to be ultimately realized. A 
provision is made for receivables where recovery is considered uncertain. 


g) Employee future benefits: 
Future benefits for employees, including pension benefits, providing services to 
the Agency are funded by the employee’s home-base department. Estimated 


costs are included in the employee benefits charged to the Agency. 


h) Tangible capital assets: 


All tangible capital assets and leasehold improvements having an initial cost of 
$1,000 or more are recorded at their acquisition cost. Tangible capital assets 
owned by the Agency are valued at cost, net of accumulated amortization. 

Amortization is calculated using the straight-line method, over the estimated 

useful life of the assets as follows: 


} 
Office furniture and equipment 10 years 
Informatics hardware - 4 years 


No 
| 
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Notes to the Financial Statements 
Year ended 31 March 2009 


LESS PO tN a a 
i) Measurement uncertainty: , 


The preparation of these financial statements in accordance with Treasury Board 
accounting policies and year-end instructions issued by the Office of the 
Comptroller General, which are consistent with Canadian generally accepted 
accounting principles for the public sector, requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, 
revenues and expenses reported in the financial statements. At the time of 
preparation of these statements, management believes the estimates and 
assumptions to be reasonable. Deferred revenue, salaries and employee 
benefits are the most significant items where estimates are used. Actual 
amounts could differ significantly from those estimated. These estimates are 
reviewed annually and as adjustments become necessary, they are recognized 
in the financial statements in the year in which they become known. 


3. Parliamentary Appropriations 


The Government of Canada funds the expenses of the Agency through 
Parliamentary appropriations. Items recognized in the statement of operations 
and the statement of financial position in one year may be funded through 
Parliamentary appropriations in prior, current or future years. Accordingly, the 
Agency has different net results of operations for the year on a government 
funding basis than on an accrual accounting basis. Thé differences are 
reconciled as follows: 


a) Reconciliation of net cost of operations to current year parliamentary 
appropriations used: 


2009 2008 
Net cost of operations $56,385 $48,888 
Adjustments for items affecting net cost of 
operations but not affecting appropriations: 
Add (Less): 
Services received without charge (56,385) (48,888) 
Amortization of tangible capital assets (2,788) (5,069) 
Revenue not available for spending 148,060 137,451 
Other (5,554) 4,085 
139,718 136,467 
Current year appropriations used $139,718 $136,467 
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Notes to the Financial Statements 
Year ended 31 March 2009 


b) Appropriations provided and used: 


2009 2008 
Vote 35 - Program expenditures $256,200 $287,500 
Statutory amounts 1,011 1,857 
Lapsed appropriations __ (117,493) _ (152,890) 
Current year appropriations used $139,718 $136,467 


c) Reconciliation of net cash provided by Government to Parliamentary | 
appropriations used: 


2009 2008 

Net cash provided by Government $110,361 $79,778 

Revenue not available for spending 148,060 137,451 
Change in net position in the Consolidated 
Revenue Fund: 
Variation in accounts receivable & advances 6,228 55,609 

Variation in accounts payable & accrued liabilities 28,683 (3,005) 
Variation in deferred revenue / other liabilities ‘ (148,060) (137,451) | 
Other (5,554) 4,085 | 
Current year appropriations used $139,718 $136,467 
| 

4. Deferred Revenue 
Deferred revenue consists of: 
2009 2008 
Opening Balance ’ $940,998 $1,078,449 

Recoverable expenses of current fiscal year ~_ (148,060) (137,451) 
Deferred Revenue $792,938 $940,998 
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Notes to the Financial Statements | 
Year ended 31 March 2009 
| 


5. Easement Fee 


In 1983, the Government of Canada, pursuant to Subsection 37(3) of the 
Northern Pipeline Act, granted Foothills Pipe Lines Ltd. a twenty-five year 
easement upon and under lands in the Yukon Territory. For the right of 
easement, Foothills Pipe Lines Ltd. is to pay the Agency an annual amount of 
$30,400; of this annual amount, $2,806 (2008 - $2,806) is collected on behalf of 
and forwarded directly to the Government of the Yukon Territory. The balance of 
$27,594 (2008 - $27,594) was remitted to the Government of Canada by the 
Agency. This fee is not accounted for in these financial statements. 


6. Tangible Capital Assets 


There were no acquisitions or disposals of tangible capital assets in 2009. 


Cost Accumulated Net book Net book 
Amortization value 2009 _ value 2008 
Office furniture and equipment $7,527 $3,421 $4,106 $4,859 ? 
Informatics hardware 17,266 17,266 a1) 2035 | 
Total $24,793 $20,687 $4106 $6,894 
Amortization expense for the year ended March 31, 2009 is $2,788 (2008 - 


$5,069) 


7. Related Party Transactions 


The Agency is related as a result of common ownership to all Government of 
Canada departments, agencies and Crown corporations. The Agency enters into 
transactions with these entities in the normal course of business and on normal 
trade terms applicable to all individuals and enterprises except that certain 
services, as defined previously, are provided without charge. 
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Northern Pipeline Agency 
Notes to the Financial Statements 
Year ended 31 March 2009 
a) Services provided without charge: 


These services without charge have been recognized in the Agency’s Statement 
of Operations as follows: 


2009 2008 | 
Audit services provided by the Office of the | 
Auditor General of Canada $55,284 $43,509 
Management services provided by Natural | 
Resources Canada $1,101 $5,379 
Total $56,385 $48,888 


b) Receivables and payables outstanding at year-end with related parties: 


2009 2008 
Accounts receivable with other government 
departments and agencies $19,989 $26,385 
Accounts payable to other government 


departments and agencies $30,089 © - 


8. Contractual Obligations | 
The nature of the Agency’s activities can result in some large multi-year contracts : 
and obligations whereby the Agency will be obligated to make future payments 


when the services/goods are received. Significant contractual obligations that 
can be reasonably estimated are summarized as follows: 


2010 2011 2012 Total 


and thereafter 


Operating leases $18,406 $18,406 $1,214 $38,026 


9. Comparative Figures 


Comparative figures have been reclassified to conform to the current year's 
presentation. 
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The Estimates Documents 

Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I —- The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 
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Departmental Performance Reports 2008-09 


Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR is credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which is structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 is available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www. tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which is also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance, and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 
prad-drrp@tbs-sct.gc.ca. 
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Message from the Auditor General of Canada 


I am pleased to present the Office’s 2008-09 Performance Report. 
A summary of our performance for the year follows this message. 


In Canada, the government and the public service are the guardians of 
public funds entrusted to them. The Office of the Auditor General is the 
federal government’s—and the three territories’-—legislative audit office. 
As such, it conducts independent audits and studies that provide 
parliamentarians with objective information they can rely on to scrutinize 
government activities and spending. 


We conduct about 150 financial and performance audits and special 
examinations every year. The reports we give to Parliament describe areas 
of government that need attention and point out good practices. Our 


Sheila Fraser, Auditor General of Canada 


audits also point to the causes of problems, and we make 
recommendations for improvement. 


We survey the key users of our audit reports: parliamentarians, on the value and impact of our 
performance audits; board chairs of Crown corporations, on the value of our special examinations; and 
audit committee chairs, on the value of our financial audits. We are pleased to see that, again this year, 
the key users of our reports and the organizations we audit were very satisfied with our work and the 
value it added. 


Departments are reporting that they have fully implemented 63 percent of the performance audit 
recommendations we made in 2004-05. This is a significant increase from two years ago. The 
follow-up audits we conducted found that satisfactory progress was made in five of the seven areas 
we examined. 


In last year’s Performance Report and this year’s Report on Plans and Priorities, we talked about 
discussions with the Treasury Board of Canada Secretariat to further strengthen the independence of 
Officers of Parliament. I am pleased to report that good progtess has been made. Several sections 
of 10 Treasury Board policies have been amended to recognize the independence of Officers of 
Parliament. However, our concerns about the application of the government’s Communications 
Policy and the Federal Identity Program Policy have not yet been addressed. 


One of our three priorities for 2008—09 was to integrate changes to our professional standards, a move 
we initiated the previous year in light of Canada’s adoption of international standards for auditing in 
2010 and accounting in 2011. This year, we formed a strategic alliance with a major accounting firm to 
support our implementation of the new standards. 


During the year, we engaged a major accounting firm to assess our Quality Management System 
(QMS). This assessment identified a number of areas for improvement. As well, our own practice 
reviews pointed to a lack of rigour in the application of our QMS. While we believe that our products 
ate of high quality, we are not satisfied with these results. Consequently, the QMS and related 
methodology and training are a priority for the coming year. 


We have developed detailed action plans that have been reviewed by our independent audit committee 
and approved by the Office’s Executive Committee. These two committees will carefully monitor 
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implementation of the action plans. As a result of the actions we are taking, we expect to see some 
improvements next year and further improvements the following year. 


Last year, we indicated that we were not satisfied with our performance in completing individual audits 
on budget. This year, we have improved, especially in the case of performance audits. Our results for 
financial audits of Crown corporations and other federal entities with statutory deadlines continue to 
be significantly below target, but the results of recent audits show improvement and we expect to meet 
our target in 2009-10. 


Our accomplishments would not be possible without our competent and professional staff. I wish to 
thank them for their continued dedication to the Office and to the Parliament we serve. 


I trust you will find that this performance report presents an open and balanced picture of our activities 
and impacts in 2008-09. 


Suewa Aaa 


Sheila Fraser, FCA 
Auditor General of Canada 


2 September 2009 


2 Message from the Auditor General of Canada Office of the Auditor General of Canada 


Performance summary 


Highlights 


We completed 148 financial and performance audits, special examinations, and other reports during 


the 2008-09 fiscal year. 
We delivered 83 percent of the audits due this year on time. 


Parliamentary committees reviewed 57 percent of our 2008—09 performance audit reports. We 
participated in 35 hearings and briefings with parliamentary committees over the 99 parliamentary 
sitting days, a number consistent with the average from previous years. 


At least three quarters of audit committee chairs indicated they “agree” or “strongly agree” in response 
to all ftve statements used to measure value added for our financial audits. Seven of the eight board chairs 
indicated they “agree” or “strongly agree” in response to all four statements used to measure value added 
for our special examinations. No survey of parliamentarians was conducted for our performance audits 
this year. 


Responses from senior managers of the organizations we audited were consistent with our targets 
for measuring if our audits add value for them. 


In 2008-09, departments reported that they had fully implemented 63 percent of the performance 
audit recommendations in reports tabled four years ago and had substantially implemented 27 percent. 
Our follow-up audits concluded that for the seven topics we examined, there was satisfactory progress 
in five. 


We have fulfilled all of the commitments in our own Sustainable Development Strategy and met all 
the targets we established. 


For the second year in a row, the Office was recognized as one of Canada’s Top 100 Employers 
and one of Canada’s Top 20 Family-Friendly Employers. 


To assemble a workforce that represents the Canadian population, the Office has met its target for 
levels of representation relative to the community for three of the four designated groups. 


Areas for improvement 


Although our on-budget results for financial audits of Crown corporations and other federal entities 
continue to be below target in 2008—09, the results of our recent audits are promising, and we expect 
to meet our target in 2009-10. 


We completed internal practice reviews of 22 audits in 2008-09. The practice reviews identified a 
number of instances where improvements should be made to our Quality Management System and 
where that system was not applied consistently and rigorously. The Office is not satisfied with these 
results, and we are taking steps to address them. 
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In monitoring government responses to our work, we note the following: 


* In 2008-09, we issued 108 financial audit opinions containing eight reservations; only one of the 
nine reservations contained in our 2007-08 financial audit opinions was addressed. 


* Ministers delivered 83 percent of responses to public petitions on environmental matters during 
the year within the 120-day time limit specified in the Auditor General Act, compared with 84 percent 


last year. 


4 Performance summary Office of the Auditor General of Canada 


Section I—Overview 


Who we are 


The Office of the Auditor General of Canada is the federal government’s legislative audit office. We 
are also the legislative auditor of the three territories. We conduct independent audits and studies that 
provide objective information, advice, and assurance to Parliament, territorial legislatures, 
government, and Canadians. With our reports and testimony at parliamentary hearings, we assist 
Parliament in its work on the authorization and oversight of government spending and operations. 


What we do 


The Auditor General is an Officer of Parliament, who is independent from the government and 
reports directly to Parliament. Her duties are set out in the Auditor General Act, the Financial 
Administration Act, and other acts and orders-in-council. These duties relate to legislative auditing and, 
in certain cases, to monitoring of federal departments and agencies, Crown corporations, territorial 
governments, and other entities. 


The Office of the Auditor General’s main legislative auditing duties are 

* performance audits, 

¢ financial audits, 

* special examinations, 

* sustainable development monitoring activities and environmental petitions, and 


* assessments of agency annual performance reports. 


Performance audits 


Performance audits examine, against established criteria, whether government programs are being 
managed with due regard for economy, efficiency, and environmental impact, and whether measures 
are in place to measure and report their effectiveness. Our reports contain recommendations for 
addressing the most serious deficiencies identified. 


The Auditor General Act gives the Office the discretion to determine what areas of government it will 
examine in its performance audits. We may decide to audit a single government program or activity, 
an area of responsibility that involves several departments or agencies, or an issue that affects many 
departments and agencies. We consider requests for audits that we receive from parliamentary 
committees. However, the final decision about what to audit is made by the Auditor General. 


Financial audits 


Our financial audits provide assurance that financial statements are presented fairly in accordance with 
Canadian generally accepted accounting principles or, in a few cases, with other relevant standards. 
Where required, we provide assurance that the organizations we audit comply, in all significant 
respects, with legislative authorities that are relevant to a financial audit. We conduct financial audits 
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of federal and territorial Crown corporations and of other organizations. We also audit the summary 
financial statements of the Government of Canada and each of the three territories (Nunavut, the 
Yukon, and the Northwest Territories). 


If issues or opportunities for improvement in areas such as financial reporting and internal controls 
come to our attention during our financial audit work, we make recommendations to management. 
We also provide information and advice to support audit committees in meeting their responsibilities 
for oversight of financial reporting and internal control. 


Special examinations 


Our special examinations assess Crown corporations’ financial and management controls, information 
systems, and management practices. A special examination provides an opinion to the board of 
directors of the corporation on whether there is reasonable assurance that there are no significant 
deficiencies in the corporation’s systems and practices. In addition to reporting on significant 
deficiencies, our special examinations highlight systems and practices that contribute to success and 
provide information and recommendations to boards of directors about opportunities for 
improvement. 


The Financial Administration Act (PAA) requires that all parent Crown corporations be subject to a 
special examination by the Office, except for the Bank of Canada, which is exempted from this 
requirement, and the Canada Pension Plan Investment Board, which, under its Act, is subject to a 
special examination by an auditor chosen by the board of directors. Until recently, Crown corporations 
were required to undergo special examinations at least once every five years. Over the past few years, 
we have been suggesting an increase in the number of years between special examinations. In 

early 2009, the Budget Implementation Act changed the reporting cycle in the FAA to at least once every 
10 years. 


Legislation states that we should bring the information in our reports to the attention of the 
appropriate ministers and Parliament, when we deem it necessary. For example, we do this when we 
find certain types of significant deficiencies, such as those related to mandate or governance issues that 
only the federal government can address, or problems that have previously been reported but continue 
to occur. We also report issues to the appropriate minister involving specific risks that, in our opinion, 
the minister needs to be aware of. A second recent change in the FAA requires that the board of 
directors submit special examination reports to the appropriate minister and the President of the 
Treasury Board within 30 days after it receives them. The board of directors is also now required to 
make the report available to the public within 60 days of receiving it. 


Sustainable development monitoring and environmental petitions 


The Commissioner of the Environment and Sustainable Development assists the Auditor General in 
performing her duties related to the environment and sustainable development. The Commissioner 
conducts performance audits to monitor the government's management of environmental and 
sustainable development issues and, on behalf of the Auditor General, reports to Parliament on issues 
that should be brought to its attention. Under the Kyoto Protocol Implementation Act, the Commissioner 
is required to provide Parliament with a biennial report. With passage of the Federal Sustainable 
Development Act in June 2008, the Commissioner was given three responsibilities related to the federal 
government’s sustainable development strategy (Exhibit 1). 
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The Commissioner also administers the environmental petitions process. He monitors responses to 

environmental petitions, and reports annually to Parliament on petitions activities from the previous 
year, including instances where ministers’ responses to petitions were not provided within the 120-day 
time limit specified in legislation. 


Exhibit |—New responsibilities of the Commissioner of the Environment and Sustainable Development 


Under the Kyoto Protocol Implementation Act [C-288], the Commissioner is required to provide Parliament with a biennial 
report (every two years) that includes the following: 


* an analysis of Canada's progress in implementing its climate change plans; 
* an analysis of Canada's progress in meeting its obligations under Article 3, paragraph 1, of the Kyoto Protocol; and 
* any observations and recommendations on any matter that the Commissioner considers relevant. 


The Commissioner's first biennial report on the Kyoto Protocol Implementation Act was tabled in Parliament as Chapter 2 of 
the 2009 Spring Report of the Commissioner of the Environment and Sustainable Development. 


With passage of the Federal Sustainable Development Act [C-474] in June 2008, the Commissioner has three specific 
responsibilities: 


° First, the Commissioner must review a draft of the federal government's sustainable development strategy and 
comment on whether the targets and implementation strategies can be assessed. The first federal strategy must be 
tabled in the House of Commons no later than June 2010, and another must be tabled every three years thereatter. 


Second, beginning in 2011, the Commissioner must report annually to the House of Commons on the extent to which 
departments subject to the Federal Sustainable Development Act have contributed to meeting the targets set out in the 
federal strategy and have met the objectives and implemented the plans set out in their own sustainable development 
strategies. 


Third, the Commissioner must assess the fairness of the information contained in the government's progress report on 
implementing its strategy. The government's first progress report is due in June 2011, and a report is required every 
three years thereafter. 


Assessments of agency annual performance reports 


The legislation governing Parks Canada, the Canadian Food Inspection Agency, and the Canada 
Revenue Agency requires the Auditor General to undertake an assessment of the fairness and 
reliability of the performance information reported in their annual reports against corporate objectives 
they provided to Parliament. 


Professional practices 


In addition to our main legislative auditing duties, the Office works with other legislative audit offices 
and professional associations, such as The Canadian Institute of Chartered Accountants, to advance 
legislative auditing methodology, accounting and auditing standards, and best practices. Our 
international activities, details of which are presented later in this section, include participation in 
organizations and events that have an impact on our work as legislative auditors. We regularly 
participate in external peer reviews of other national legislative audit offices and are the subject of 
external reviews. 
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Strategic outcome and performance summary 


The long-term strategic outcome of the Office of the Auditor General is to contribute to better- 
managed government programs and better accountability to Parliament through our legislative 
auditing. 


We have identified a number of results that we expect to achieve with our audits in the short, medium, 
and long terms. In the short term, we want to engage Parliament and federal and territorial 
organizations in the audit process, ensure that Parliament is well informed about our work, and 
maintain support for our role and work. In the medium term, we want to assist Parliament in holding 
the government to account; make our work relevant to federal and territorial organizations, 
departments, agencies, and Crown corporations; and ensure that the public is well informed about our 
work. In the long term, we want our work to lead to more effective, efficient, and economical 
government programs and operations, and programs that foster sustainable development (Exhibit 2). 


Exhibit 2—Performance summary 


Strategic Outcome: We contribute to a well-managed and accountable government for Canadians. 


Expected results 2008-09 Performance 


We completed 32 performance 
audits, 108 financial audits, 
and 8 special examinations. 


* Parliament is well-informed 
* Parliament and federal and territorial organizations are engaged in the audit process 
* Parliament holds government to account 


* Our work is relevant to federal and territorial organizations, departments, agencies, 
and Crown corporations 


* The media and public are well-informed 


* Support for our role and work is maintained 


Objectives Indicators and targets 


Maintained percent of audits reviewed 
and number of hearings we 
participated in 


Maintain percent of audits that are 
reviewed by parliamentary committees 


Key users of our reports are engaged in the 
audit process 


Maintain number of parliamentary 
hearings and briefings we participate in, 
relative to the number of sitting days 


Maintain or increase percent of users Targets exceeded 


who find our audits add value 


Our work adds value for the key users of our 
reports 


Maintain or increase percent of senior Targets exceeded 


managers who find our audits add value 


Our work adds value for the organizations we 
audit 


Maintain or increase percent of Targets exceeded for performance 
recommendations that are implemented audits, but not met for financial audits 
or reservations/deficiencies that are 


addressed 


Key users of our reports and the organizations 
we audit respond to our findings 
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Exhibit 2—Performance summary (continued) 


2007-08 2008-09 2008-09 
Legislative auditing activity’ Actual spending | Forecast spending? | Actual spending 
($ millions) (§ millions) ($ millions) 
Performance audits and studies of departments and agencies ID5 45.2 ASS Hf 
Financial audits of Crown corporations, territorial governments, and 34.8 35.2 38.3 
other organizations, and of the summary financial statements of the 
Government of Canada 
Special examinations of Crown corporations 6.8 8.6 Ise: 
Sustainable development monitoring activities and environmental SZ 1.4 2.0 
petitions 
Assessments of agency performance reports 1.0 0.7 0.4 
EE 
Professional practices 7.8 8.5 8.8 
Total cost of operations? 9301 99.6 101.0 
Less: Non-respendable revenue’ (0.4) (0.8) (0.9) 
Net cost of operations® PDI 98.8 100.1 
seat 


"We have allocated the cost of audit services to each legislative auditing activity. 
2 Forecast spending is os reported in the 2009-10 Report on Plans and Priorities. 


3 As reported in the financial statements (see page 44). 


‘The Office recovered the cost for the audits of the International Civil Aviation Organization and of the International Labour Organization (starting in 2008-09). These funds are not 


used by the Office but are returned to the Consolidated Revenue Fund as non-respendable revenue. 
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Section Il—Reporting on Results 


Our priorities for 2008-09 


The Office identified three strategic objectives when setting out the planning priorities for 2008-09: 
integrating changes to professional standards, sustaining our capacity, and building constructive entity 
relations. 


Integrating changes to professional standards 


Decisions made by the standard-setting boards of The Canadian Institute of Chartered Accountants, 
to adopt International Standards on Auditing in 2010 and International Financial Reporting Standards 
in 2011, will lead to significant changes in auditing and accounting in Canada. 


In 2008-09, we formed a strategic alliance with a major accounting firm to assist us in implementing 
the new standards. This alliance will help us achieve efficiencies in methodology, training, and the 
development and implementation of professional standards. We also continued with the expanded 
training of our staff and our efforts to raise awareness in the organizations we audit. 


In addition, we created a National Professional Practices Group within our Office. Under the terms 
of a memorandum of understanding with provincial auditors general, we provide technical accounting 
and auditing advisory services, practice advisories, and financial audit methodology and training 
support to their offices. Parliament has provided us with re-spending authority for the amounts to be 
recovered from our provincial counterparts as part of the Supplementary “A” Estimates in 2009. By 
creating this group, we and our provincial colleagues will be able to more effectively implement 
professional standards. 


Sustaining our capacity 


Throughout the Public Service of Canada, shifting demographics and an aging workforce are making 
recruiting and retaining employees ever more difficult. The loss of corporate memory due to 
retirements places significant pressure on organizations to ensure that effective programs for 
knowledge transfer are in place. These challenges are exacerbated for the Office of the Auditor 
General because professional auditing skills are in high demand and short supply. 


In September 2006, the Office developed a recruitment and retention strategy covering the period 
2006-07 to 2008-09. The Office dedicated resources to ensure that effective recruitment and retention 
plans were in place as a means of attracting and retaining qualified employees. We worked to address 
compensation issues, and increased access to a variety of challenging opportunities for staff. We made 
the orientation and integration of new staff a priority for our Office. We also began to focus on 
knowledge transfer by further integrating support from senior staff into the regular development of 
audit professionals, and on the renewal, rebuilding, and reinforcement of specialist capacity. 


In 2008-09, we continued our entry level recruitment efforts and expanded our student program, to 
better meet our current needs and to build for the future. We expanded our methodology teams and 
continued work on the enhancement of our training programs. We began work to improve 
coordination between our methodology activities and training initiatives to ensure that our 
methodology is clearly reflected in the way we conduct our audits. 
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For the second year in a row, the Office was recognized as one of Canada’s Top 100 Employers and 
one of Canada’s Top 20 Family-Friendly Employers. Our 2008 staff survey showed that 88 percent of 
our staff believe that the Office is an above-average place to work or one of the best places to work, 
Our employee retention rate increased slightly to 88 percent. 


Building constructive entity relations 


We understand the critical importance of building and maintaining an effective relationship between 
our Office and the organizations that we audit. Questions often arise about what the entities that we 
audit can expect from us and what we expect from them. In order to provide answers to these 
questions, in mid-2008 we produced a document What to Expect: An Auditee’s Guide to the 
Performance Audit Process. This document outlines 


* our objectives, 
* the principles governing interactions between auditors and auditees, and 
* administrative information. 


We believe that this information provides a valuable reference that will encourage productive and 
respectful relations between audited organizations and Office audit staff. 


In addition, we began a concerted effort to ensure that consistent practices are used throughout the 
audit process across all areas of our Office. Also, the Office regularly carries out surveys involving the 
organizations we audit. The results are one of a number of sources of information that help the Office 
analyze its performance and plan for any necessary correction of improvements. 


Meeting other challenges in 2008-09 


In addition to the three strategic objectives identified, there were further challenges that we worked to 
address in 2008-09. 


Preserving the independence of Officers of Parliament. When government central agencies issue 
management and other policies, they currently apply to Officers of Parliament in the same way that 
they apply to government departments and agencies. Certain provisions of these policies do not 
recognize the independence of Officers of Parliament and the management autonomy needed to 
protect their independence. In 2008-09, we continued to work with the government to resolve this 
matter. There were fruitful discussions with Treasury Board of Canada Secretariat officials over the 
past year on this subject. The application of several sections of 10 Treasury Board policies to the 
Officers of Parliament has been amended to reflect their independence. However our concerns about 
application of the government’s Communication Policy and the Federal Identity Program Policy have 
not yet been addressed. 


Serving Parliament. One of the most important factors determining whether or not the Office is 
successfully fulfilling its mission is the degree to which our reports, and specifically our 
recommendations, ate seen by Parliament and the government as offering objective assurance, 
information, and guidance for corrective action. 


Parliamentary committee hearings encourage the departments and agencies to implement our 
recommendations. Following a hearing, a committee may report and make recommendations to the 
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government. Departments and agencies ate expected to report back to the committee on what they 
have done in response to these recommendations. 


Beginning in 2009-10, the Office will decrease the number of performance audits we conduct—from 
30 to about 25 per year—for the 2009-10 and 2010-11 fiscal years. In addition, we will table our 

reports twice a yeat—once in the spring and once in the fall—rather than three times a year. We believe 
this will give Parliament more time between reports to hold hearings, while still providing members of 
Parliament with the information they require for holding government to account for its use of public 


funds. 


As part of our continuing effort to serve Parliament, our primary client, in the most effective manner, 
we continually seek Parliament’s feedback on the products and services we provide. In June 2008, we 
conducted the second survey of selected parliamentarians, and the results were reported in the 
2007-08 Performance Report. We also monitor the number of parliamentary hearings and briefings 
that we participate in and the percentage of performance audits reviewed by parliamentary committees. 


In 2007-08, the Office set up an independent panel, called the Green Ribbon Panel, to undertake a 
review of our environment and sustainable development practice. This practice’s mandate was defined 
by Parliament when it amended the Amditor General Act to create the position of Commissioner of the 
Environment and Sustainable Development in 1995. The Green Ribbon Panel looked for, and 
recommended, opportunities to strengthen implementation of this mandate in such a way as 

to best serve Parliament. In 2008—09, the Office appointed a new Commissioner of the Environment 
and Sustainable Development and began to address the recommendations of the Green Ribbon Panel. 


Improving resource allocation and project management. In 2008-09, we continued reporting 
externally on our on-budget performance, and we recognized it as an area where progress had been 
made but there was still room for improvement. Our 2008 employee survey identified a matter we 
believe is related—improving our allocation of staff to audit projects. 


In 2008-09, we undertook a number of initiatives to improve our overall project management, 
including better planning, budgeting, and resource allocation. During the year, we undertook a study 
of how budgets for individual projects are established and monitored across all product lines in order 
to identify best practices and challenges. Using this information, we are currently developing a 
comprehensive action plan to improve on-budget performance. The Audit Resource Planning and 
Career Management team continues to facilitate allocation of staff to projects. 


Our international contribution 


Our international strategy guides our international activities as well as positioning the Office to meet 
future opportunities and challenges. 


International accounting and auditing. The Office contributes to development of standards, 
particularly as they relate to the public sector. To that end, the Auditor General became a member of 
the International Public Sector Accounting Standards Board of the International Federation of 
Accountants in January 2008. 


In addition, employees of the Office participate in various committees of the International 
Organization of Supreme Audit Institutions INTOSAI), including the Subcommittee on Financial 
Audit Guidelines, the Subcommittee on Performance Audit, the Ad hoc Group on Transparency and 
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Accountability, the Working Group on Information Technology Audit, the Working Group on 
Environmental Auditing, the Working Group on Value and Benefits of Supreme Audit Institutions, 
and the Task Force on the Global Financial Crisis. 


Employees of the Office also participate in various task forces of the International Auditing and 
Assurance Standards Board to revise and develop International Standards on Auditing. This expert 
participation helps to build public sector considerations into these international standards. 


The International Legislative Audit Office Assistance Program for Improved Governance and 
Accountability of the CCAF-FCVI Inc. was established in 1980 to strengthen performance auditing 
in national audit offices. Funded by the Canadian International Development Agency, the program 
brings auditors from other national audit offices to Canada for 10 months of training in performance 
auditing, accountability, and governance. Training is provided by our Office and that of the 
Vérificateur général du Québec and the Office of the Auditor General of Alberta. Since 1980, the 
program has trained more than 198 fellows from 53 developing countries. 


In partnership with the Canadian International Development Agency and two executing agencies— 
the Université du Québec en Outaouais and the Canada School of Public Service— we are actively 
involved in helping to build capacity in audit institutions located in French sub-Saharan Africa. 


The Office has recently completed its audit mandate of the United Nations Educational, Scientific 
and Cultural Organization (UNESCO), and the International Civil Aviation Organization. In 2007, the 
Office was selected as the external auditor of the International Labour Organization, effective in 2008. 


We actively participate in peer reviews of other supreme audit institutions. In 2008—09, we led the peer 
reviews of the United States General Accountability Office (GAO) and the European Court of 
Auditors. 


Our performance indicators and measures 


The Office has established a set of core indicators of impact and measures of organizational 
performance to help inform management decision making. 


Our indicators of impact (Exhibit 3) help us to assess the extent to which 


* key users of our reports are engaged in the audit process, 
* our work adds value for the key users of our reports, 
* our work adds value for the organizations we audit, and 


* key users of our reports and the organizations we audit respond to our findings. 
Our measures of organizational performance (Exhibit 4) help us monitor the extent to which 


* our work is delivered on time and on budget, 

* our audit reports are reliable, and 

* we provide a respectful workplace. 

This year we reviewed our targets and how we set them and are making changes to some of the targets 


presented in our 2009-10 Report on Plans and Priorities. These changes are summarized in the table 
on page 15. 
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We begin our performance target-setting process by identifying any established standards, such as 
legislative authorities. For example, many of our financial audits have statutory reporting deadlines 
and, for these audits, our on-time target is 100 percent. Where no such standards exist, we look to 
identify reasonable expectations and then consider the trend of past performance. For example, while 
we might expect that all audits would be completed within 150 days of the year end to be timely and 
useful, our experience has been that about 80 percent are completed within this time period. We 
believe our revised 2009-10 target of 80 percent represents a reasonable performance target and that 
any significant movement away from this target would alert us to a potential problem. 


Finally, where there is no objective standard, we set targets that we believe are realistic and attainable 
while holding ourselves to a high level of performance. For example, while we believe it is not realistic 
for all users of our reports to find that we always add value on all dimensions that we monitor, we 
believe that a realistic and high standard is that 9 out of 10 users of our reports would feel this way, 
and we have therefore set a target of 90 percent for 2009-10 for all users of our reports. In the case 
of the indicator of adding value for the organizations we audit, which are not our primary clients, our 
targets are slightly lower. We have also adjusted this target, based on past results, to 80 percent for 
senior managers subject to our financial audits and special examinations and to 70 percent for senior 
managers subject to our performance audits. We believe that these targets reflect a very positive level 
of performance and any significantly different result would warrant our attention. 


Revised performance targets for 2009-10 


2009-10 2009-10 
Original Revised 
Objectives and indicators Target Target 
Percentage of audit committee chairs who find our financial audits add value 75 90 
Percentage of Crown corporation and large-department senior managers who find our 75 80 
financial audits and special examinations add value 
Percentage of department senior managers who find our performance audits add 65 70 
value 
Percentage of financial audits of federal organizations with no statutory deadlines 70 80 
completed on time 
Percentage of financial audits of territorial organizations completed on time 5S 60 
Percentage of financial audits of territorial organizations completed on budget IS 60 
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Exhibit 3—Summary of our indicators of impact 


2007-08 2008-09 2008-09 
Objectives and indicators Actual Actual Target 


Our work adds value for the key users of our reports 


Percentage of parliamentary committee members who find our OF n/a! 90 
performance audits add value 
Percentage of audit committee chairs who find our financial audits add 87 85 Ts 
value 

: 


Percentage of board chairs who find our special examinations add value 


Our work adds value for the organizations we audit 


On 
On 


N 
nn 
Oo 
ion) 


Percentage of departmental senior managers who find our performance 
audits add value : 


(ee) 
ies) 
ioe) 
ioe) 
™ 
nn 


Percentage of Crown corporation and large-department senior managers 
who find our financial audits add value 

Percentage of Crown corporation chief executive officers who find our 75 
special examinations add value 


Key users of our reports are engaged in the audit process 


nn ice) (ee) 
N (oa) & 


Number of parliamentary hearings and briefings we participate in 33 maintain or 
increase” 

Percentage of performance audits reviewed by parliamentary committees 56 maintain or 
increase 

Key users of our reports and the organizations we audit respond to our 

findings 

Percentage of performance audit recommendations substantially 298 aye 253 

implemented four years after their publication 

Percentage of performance audit recommendations fully implemented four 559 633 Bevin 

years after their publication 

Percentage of performance audit recommendations substantially or fully 848 90% 75° 

implemented four years after their publication 

Percentage of reservations that are addressed from one financial audit to 574 ie 100 

the next 

Percentage of significant deficiencies that are addressed from one special 50 n/a® 100 


examination to the next 


"The survey of parliamentarians was not carried out in 2008-09. 


2 There is no numeric target for these indicators as they depend on the number of sitting days and other factors beyond our control. Instead the target is to maintain the percentage of 
parliamentary hearings and briefings we participate in, relative to the number of sitting days, and to maintain the percentage of audits reviewed by parliamentary committees. 


3 Beginning in 2009-10 the indicator will be reported as a combined total only (substantually and fully implemented). 


4 The result for 2007-08 is restated because compliance-with-authorities reservations and “other matters", as well as accounting and financial auditing reservations, are now included 
in the calculation of the indicator. 


5We issued 108 financial audit opinions, which contained eight reservations. There had been nine reservations in 2007-08, of which only one was addressed. See page 29 for details. 


For all eight special examinations completed in 2008-09, there were either no significant deficiencies in the previous special examination, or there was no previous special 
examination because the Crown corporation was new. 
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Exhibit 4—Summary of our organizational performance 


2007-08 2008-09 2008-09 
Objectives and indicators Actual Actual Target 
Our work is completed on time and on budget 
On time 
Percentage of performance audit reports completed by the planned tabling 90 ¥( On 90 


date as published in the Report on Plans and Priorities 


Percentage of financial audits completed on time! 


¢ federal Crown corporations with statutory deadlines 


* other federal organizations with statutory deadlines 


¢ federal organizations with no statutory deadlines 81 84 70 
ae ee 7 a = 
* territorial organizations | BY 48 5) 
Percentage of special examination reports delivered on or before the 75 | 75 100 
statutory deadline (6 of 8) 
On budget | 


Percentage of audits completed on budget? 


¢ Performance audits 


Financial audits—federal Crown corporations 


¢ Financial audits—other federal organizations with statutory deadlines 50 47 
* Financial audits—tederal organizations without a statutory deadline 47 76 70 
¢ Financial audits—territorial organizations 65 aS: 
¢ Special examinations HS 70 
(6 of 8) 
Our audit reports are reliable E 
Percentage of internal practice reviews that find the opinions and OS 100 
conclusions expressed in our audit reports are appropriate and supported (21 of 22) 
by the evidence 
We provide a respectful workplace 
Percentage of employees who believe the Office is either an above- 884 n/a4 80 
average place to work or one of the best places to work 
Percentage of management who meet our language requirements 
* assistant auditors general and principals 83 a 85 100 
¢ directors in bilingual regions TS 76 US 
Percentage representation relative to workforce availability for | 
* women 131 118 100 
Aeneas 
* people with disabilities 114 Hie 100 
¢ Aboriginal peoples is 140 i 100 
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Exhibit 4—Summary of our organizational performance (continued) 


2007-08 
Actual 


Objectives and indicators 


¢ members of visible minorities 


Percentage retention of audit professionals 


"(Qn time for financial audits means the statutory deadline where one exists (usually 90 days after year end), or 150 days after the year end where no statutory deadline exists. 
2 "Qn budget means that the actual hours to complete an audit did not exceed the budgeted hours by more than 15 percent. 

3This indicator replaces "the percentage of internal practice reviews that find our audit in compliance with our quality management system." 

4 The employee survey results shown were received in June 2008 and were reported in the 2007—08 Performance Report. We conduct employee surveys every two years. 


Performance highlights by product line 


We measure our impact and performance for our three major activities: 

* Performance audits and studies of departments and agencies 

* Financial audits of Crown corporations, territorial governments, and other organizations 
* Special examinations of Crown corporations 


The following sections present the results for 2008—09 for each of these activities. 


Performance audits and studies of departments and agencies 

Performance audits and studies answer the following questions: 

* Are federal government programs well managed? 

* Have they been run with due regard to economy, efficiency, and their environmental effects? 


* Does the government have the means to measure their effectiveness where it is reasonable and 
appropriate to do so? 


In 2008-09, we completed 32 performance audits. A list of these audits is in Section IIJ— 
Supplementary Information. 


We also completed five multi-year audit plans in 2008-09. This is a risk-based approach to audit 
planning that involves the development of a multi-year audit plan for each significant federal 
government organization subject to audit. It involves discussions with key senior managers and a 
review of key documents of those organizations. 
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Exhibit 5 summarizes our results for performance audits and studies for 2008-09. 


Exhibit 5—Results for performance audits and studies 


Expected results 


¢ Parliament and federal and territorial organizations are 
engaged in the audit process 


¢ Parliament holds government to account 


* Our work is relevant to federal and territorial 
organizations, departments, agencies, and Crown 


corporations 


Actual results 


We provided Parliament with 32 performance audits, a number consistent 
with recent years. The Standing Committee on Public Accounts reported 
that “it finds great value in the Office's work." 


Objectives 


Key users of our reports 
are engaged in the 
audit process 


Our work adds value 
for the key users of our 
reports 


Our work adds value 
for the organizations 
we audit 


Key users of our reports 
and the organizations 
we audit respond to our 
findings 


Indicators and targets 


Maintain percentage of 
performance audits that 
are reviewed by 
parliamentary committees 


Maintain number of 
parliamentary hearings 
and briefings we 
participate in 


90 percent of selected 
parliamentary committee 
members find our 
performance audits add 
value 


65 percent of departmental 
senior managers find our 
performance audits add 
value 


50 percent of performance 
audit recommendations 
are fully implemented and 
25 percent are substantially 
implemented four years 
after their publication 


Performance summary Performance status 


Parliamentary committees reviewed 57 Exceeded 
percent of our performance audit 
reports—a slight increase from the 


previous year. 


We participated in 35 committee hearings 
and briefings over the 99 parliamentary 
sitting days. This is higher than last year 
and is consistent with the average in 
previous years. 


Our reports are considered to be valuable | n/a 
and no need to make significant 
improvements has been identified in past 


surveys. No survey was done in 2008-09. 


75 percent of departmental senior Exceeded 
managers found our performance audits 


add value. 


Exceeded 


Departments reported that they had fully 
implemented 63 percent of the 
pertormance audit recommendations 
made in the reports we tabled four years 
ago, and substantially implemented a 
further 27 percent. 


Key users of our reports are engaged in the audit process. While many parliamentary committees 
draw on our work, the Office’s main relationship is with the Standing Committee on Public Accounts. 
Our appearances before committees assist parliamentarians in fulfilling their oversight role and give us 


the opportunity to increase awareness and understanding of the issues in our reports. 


It is important that the key users of our reports be engaged in the audit process, understand the nature 


and objectives of our work, and understand our reports and follow up on issues presented in them. 


For performance audits, we monitor the level of involvement of parliamentary committees by tracking 


the number of audits reviewed by committees. We also assess the committees’ level of interest in our 


reported findings by looking at how frequently they ask us to appear before them to further elaborate 


on our findings. 
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In 2008-09, we participated in 35 hearings 

and briefings with parliamentary committees 
over the 99 parliamentary sitting days: 22 with 
the Public Accounts Committee and 13 with 
other committees (Exhibit 6). This number is 
higher than the previous year but is consistent 


Exhibit 6 — We participate in parliamentary hearings and briefings 


with the average from previous years. 
Parliamentary committees reviewed 57 
percent of our 2008—09 performance audit 2004-05 2005-06» 2006-07 «= 2007-08 += 2008-09 


reports, slightly more than last year. Our Hl Number of hearings and briefings +[C) Number of parliamentary sitting days 
target is to maintain the percentage of 

parliamentary hearings and briefings we 

participate in, relative to the number of sitting days, and to maintain the percentage of audits reviewed 


by parliamentary committees. 


Committee hearings covered a wide range of topics and audit reports, including the following to name 
a few: Canadian Agricultural Income Stabilization Program of Agriculture and Agri-Food Canada, 
managing the delivery of legal services to government by the Department of Justice Canada, First 
Nations Child and Family Services Program of Indian and Northern Affairs Canada, safeguarding 
government information and assets in contracting, federal transfers to provinces and territories, and 
detentions and removals of individuals by the Canada Border Services Agency. 


The Commissioner of the Environment and Sustainable Development usually appears before both the 
House of Commons Standing Committee on Environment and Sustainable Development and the 
Senate Standing Committee on Energy, the Environment and Natural Resources. Other committees 
will also call upon the Commissioner if they are studying matters audited by the Commissioner. This 
year, he also participated in a hearing on Bill C-474, an Act to require the development and 
implementation of a federal sustainable development strategy. Although it is not our common practice 
to comment on proposed legislation, we agreed to testify since the Bill touched upon our Office's 
mandate. 


The Federal Sustainable Development Act received royal assent in June 2008 and included a number of 
requirements that were recommended in previous audit reports of the Commissioner of the 
Environment and Sustainable Development on the sustainable development strategies of departments 
and agencies. 


Parliament considers the issues raised in our reports. We monitor how our performance audits 
help Parliament hold the government to account by identifying examples of how Parliament considers 
issues of accountability, performance, compliance with authorities, and the environment and 
sustainable development in its legislative and oversight work. 


20 Section II—Reporting on Results Office of the Auditor General of Canada 


The following three examples illustrate how our 2008—09 work has contributed to the legislative 
and oversight work of Parliament. 


A Study of Federal Transfers to Provinces and Territories (December 2008, Chapter 1) 
Introduction 


At times, the Office of the Auditor General undertakes a study of a topic of interest to 
parliamentarians. These studies serve to inform parliamentarians of significant issues. 


Background 


The federal government transfers of funds to provinces and territories make up a significant portion 
of the federal government’s annual spending. In 2006-07, the federal government transfers to 
provinces and territories amounted to about $50 billion or just less than 23 percent of federal 
spending. They are a major source of funds for services to Canadians, such as health and post- 
secondary education. In the past, parliamentarians had asked a number of questions regarding these 
transfers and their accountability arrangements. 


The study found that the extent of federal accountability for how the provinces and territories spend 
transferred funds depends on the nature and extent of conditions attached to the transfers. For 
example, a significant addition to the transfer mechanisms used by the federal government was its 
introduction of trusts in 1999. Once the eligibility conditions for these trusts have been met, no 
additional legal conditions obligate the provinces and territories to spend the funds for the purposes 
announced. Once the provinces and territories have established their eligibility to draw funds down 
from the trust, they become accountable to their own citizens, not to the federal government, for 
how they use these funds. 


Result/Outcome 


This chapter was reviewed by two House of Commons standing committees—the Standing 
Committee on Health in February 2009 and the Standing Committee on Public Accounts in March 
2009. These hearings provided a good forum of discussion on the issue of federal transfer fund 
mechanisms and federal, provincial, and territorial accountabilities. In May 2009, the Standing 


Committee on Public Accounts issued its own report and made two recommendations for 
government action. 
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Safeguarding Government Information and Assets in Contracting (October 2007, Chapter 1) 


Introduction 


When the Auditor General presents the findings of an audit to parliamentary committees and the 
department(s) and agencies are also present as witnesses, these hearings provide a valuable forum 
for accountability. A case in point is the hearings on the October 2007 Chapter 1, Safeguarding 
Government Information and Assets in Contracting. 


Background 


Keeping sensitive government information and assets secure, whether held within government or 
entrusted to industry, is critical to supporting the Government of Canada's objectives and the health, 
safety, security, and economic well-being of Canadians at home and abroad. Our audit examined 
how the federal government assures the security of sensitive information and assets that it makes 
available to industry in the course of contracting. 


We found serious weaknesses in the processes that are supposed to ensure the safeguarding of 
sensitive government information and assets. Some of these weaknesses included a lack of clarity in 
roles and responsibilities among those responsible for policy implementation, a lack of monitoring 
mechanisms to ensure that the policies and procedures were actually being implemented as 
intended, and officials circumventing key security procedures in order to reduce costs and avoid 
project delays. As a result, many federal contracts that provide access to sensitive government 
information and assets were awarded to contractors whose personnel and facilities had not been 
cleared to the appropriate level of security. 


Result/Outcome 


Public Works and Government Services Canada, National Defence, the Royal Canadian Mounted 
Police, Defence Construction Canada, and the Treasury Board of Canada Secretariat agreed with the 
Auditor General’s recommendations to review and enhance current roles, responsibilities, policies, 
and procedures in order to better safeguard the security of sensitive information and assets that it 
makes available during the contracting process. 


Furthermore, the Standing Committee on Public Accounts reviewed this chapter during two 
committee hearings—one in February and the other in June 2008. These hearings provided an 
opportunity to discuss our findings and the departments’ positions, as well as their planned activities 
for remediation, in order to address the observations and recommendations in the chapter. 
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Annual Report on Sustainable Development Strategies (Chapter 4, December 2008 
Commissioner of the Environment and Sustainable Development Report) 


Introduction 


Some of our audit findings can lead to new legislation. The Commissioner’s work on the sustainable 
development strategies of government departments and agencies over the past decade is a case in 
point. 


Background 


In 1995, Parliament amended the Auditor General Act, requiring the ministers of designated 
departments and agencies to prepare sustainable development strategies, to table them in 
Parliament, and to update them at least once every three years. The Commissioner of the 
Environment and Sustainable Development was directed to monitor implementation of the 
strategies and to report annually on progress. The objective of the legislative amendment was to 
make sustainable development an integral part of the mandate and operations of each department 
and agency. 


Over the past decade, the Commissioner has frequently reported significant weaknesses in the 
quality and relevance of the commitments presented in the departmental sustainable development 
strategies and has called for a comprehensive federal approach to sustainable development. In the 
10th annual report on the sustainable development strategies, October 2007 Report, Chapter 1, 
Sustainable Development Strategies, the Commissioner concluded that the government's current 
approach to producing and using sustainable development strategies was not working to deliver 
progress toward sustainable development. The Commissioner recommended that the federal 
government undertake a number of corrective measures, including establishing federal goals for 
sustainable development. The goals should include specific performance expectations, indicators, 
and targets that would serve as objectively verifiable benchmarks against which progress can 

be measured. 


Result /Outcome 


In June 2008, Parliament passed the Federal Sustainable Development Act. In the formulation of the Act, 
the Commissioner of the Environment and Sustainable Development was consulted on key 
management practices that should be specified in relation to a federal sustainable development 
strategy. As a result, the Act incorporated key aspects of the Commissionet’s 2007 recommendation. 


Under the Act, the government is to develop a federal sustainable development strategy that 
specifies measurable goals and targets. Departments and agencies are to prepare their own strategies 
that comply with and contribute to the government-wide strategy, and Environment Canada is 
responsible for monitoring implementation and reporting on progress. 


In addition, the Act provides new duties for the Commissioner, including assessing the fairness of 
the information contained in the government’s report on progress. 
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Our work adds value for the key users of our reports. We carry out surveys of parliamentarians, 
requesting feedback on performance audits tabled before the members of four key parliamentary 
committees that review our reports: the House of Commons Standing Committee on Public Accounts 
and the Standing Committee on Environment and Sustainable Development, as well as the Senate 
Standing Committee on National Finance and the Standing Committee on Energy, Environment and 
Natural Resources. In the past year, there was considerable turnover in committee membership, and 
consequently many of the committee members were not in a position to comment on the reports 
completed in 2008-09. Therefore, we chose not to conduct a survey of parliamentarians for 
performance audits completed in 2008-09. 


Our target is to have 90 percent of respondents provide us with an average rating of “agree” or 
“strongly agree” in response to five statements that are used as an indication that our audits add value. 
Virtually all parliamentarians who responded to the 2006-07 survey and the 2007—08 survey provided 
ratings that exceeded the target. 


Our work adds value for the organizations we audit. Since 2003-04, we have surveyed senior 
management of organizations subject to our performance audits after tabling the applicable report in 
Parliament. This year we received 28 completed surveys on 15 audits. 


The target for performance audits, established in our 2008-09 Report on Plans and Priorities, was to 
have 65 percent of ratings of our audits as “agree” or “strongly agree” that the audits add value for 
senior management. This indicator is based on responses to the four statements shown in Exhibit 7. 
The percentage of responses of “agree” or “strongly agree” to all statements exceeded 65 percent for 
audits in 2008-09, with the average for the four statements being 75 percent. 


Exhibit 7—Performance audits add value for senior management 
(Number of surveys received in 2008-09 = 28) 


Survey items 
The findings of the audit were reported in an objective and fair manner 69 
The reports arising from the audit were clear and concise 69 
The recommendations focused on the most significant issues identified by the audit 92 
The findings reflect key issues that you feel will be worthwhile in contributing to 49 


future improvements in this area of study or in the design of new programs 
0 25 50 75 100 


% Agree or Strongly Agree 
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Exhibit 8 shows the trend for senior management responses over time (no target was established 
before 2005-06). Their assessment in 2008-09 was the best in the past five years. 


Exhibit 8 — Performance audits add value for senior management 
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Key users of our reports and the organizations we audit respond to our findings. Departments 
and agencies are responsible for taking corrective action and improving their management practices. 
Annually, we request an update from these organizations on their progress in implementing our 
recommendations. Beginning in 2007-08, we also asked them to assess their level of implementation. 
The information we receive is self-reported by the departments and agencies. While we do not subject 
it to any detailed review or audit, we do consider it for consistency with our current knowledge of the 
organization. 


We have established that four years is a reasonable period of time to fully implement our 
recommendations. We expect that 25 percent will be substantially implemented and a further 

50 percent will be fully implemented by that time. In 2008-09, departments reported that they had 
fully implemented 63 percent of recommendations and had substantially implemented a further 

27 percent of the recommendations made in the performance audit reports we tabled in 2004—05. 
Beginning in 2009-10, our target will be 75 percent based on a combined total of recommendations 
that were substantially or fully implemented. In 2008-09, the combined total was 90 percent. 


Periodically, we prepare a status report, which follows up on the government’s progress in responding 
to recommendations contained in previous performance audits. We audit selected recommendations 
and findings from prior reports to determine if progress in addressing them has been satisfactory. 
When we make that determination, we consider the time elapsed since our original report and the 
complexity and degree of difficulty of remedial action by the government. These status reports are 
another way for us to determine —and for parliamentarians to understand—whether government 
organizations are meeting commitments they made in response to our previous recommendations. 


We tabled a status report in March 2009 and concluded that for the seven topics we examined, there 
was satisfactory progress in five. 
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Financial audits of Crown corporations, territorial governments, and other 
organizations 


Financial audits answer the following questions: 


¢ Are the annual financial statements of Crown corporations, territorial governments, and other 
organizations presented fairly? 


* Is the federal government presenting its overall financial situation fairly? 
* Are these entities complying with their legislative authorities? 


In 2008-09, the Office issued 108 reports expressing an audit opinion on financial statements or 
financial information. 


Exhibit 9 summarizes our results for financial audits for 2008-09. 


Exhibit 9—Results for financial audits 


Expected results Actual results 
¢ Parliament and federal and territorial organizations are We completed 108 financial audit reports that provided the recipients, 
engaged in the audit process and ultimately Parliament, with an independent and objective opinion that 


they could rely on the financial information we examined. We began 

working with federal organizations that will be affected to raise their 

* Our work is relevant to federal and territorial awareness about the upcoming conversion to international financial 
organizations, departments, agencies, and Crown reporting standards, and with their audit committees to become engaged 

corporations in monitoring preparedness for these conversions. 


* Parliament holds government to account 


Objectives Indicators and targets Performance summary Performance status 


= es 

Our work adds value 75 percent of audit 85 percent of audit committee chairs Exceeded 
for the key users of our | committee chairs find our found our financial audits add value 

reports financial audits add value 

Our work adds value 75 percent of Crown 83 percent of Crown corporation and Exceeded 
for the organizations corporation and large- large-department senior managers found 

we audit department senior | our financial audits add value 


managers find our financial 
audits add value 


Key users of ourreports | 100 percent of the 11 percent of the reservations in our audit | Not met 
and the organizations reservations in our audit opinions were addressed from one (See page 29) 
we audit respond to our | opinions are addressed financial audit to the next. We issued 108 
findings from one financial audit to | financial audit opinions, containing eight 
the next reservations. There had been nine 


| reservations in 2007-08. 
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Our work adds value for key users of our reports. To measure the value of our financial audits, we 
conduct surveys of the chairs of audit committees and other bodies with responsibility for oversight 


of financial reporting. Since 2002—03, we have conducted two biennial surveys. In 2008-09, we began 
to survey following every audit. 


In our 2008-09 Report on Plans and Priorities, we established a target of 75 percent for the audit 
committee chairs who find that our audits add value. The result was an 85 percent average, with at least 
three quarters of the respondents indicating they “agree” or “strongly agree” in response to all five 
statements used to measure value added (Exhibit 10). 


Exhibit 10—Financial audits add value for audit committee chairs 
(Number of surveys received in 2008-09 = 43) 
Survey items 
The auditors provided useful suggestions related to the presentation of your financial 


statements, including note disclosures 


In discussions with you or in the management letter, the auditors identified valuable 
opportunities to strengthen financial reporting practices and/or improve internal controls 


The audit plan reflected the areas of greatest business risk within your organization in 
relation to your annual financial statements 


The documents and reports prepared by the auditors were clear and concise 93 


The findings of the audit were reported in an objective and fair manner 95 
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Exhibit 11 shows the trend for audit committee chair responses (there was no target before 2004—05). 
Their assessment in 2008—09 was better than in the previous surveys. 
Exhibit 11 — Financial audits add value for audit committee chairs 
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Our work adds value for the organizations we audit. In 2008-09, we established a target of 

75 percent for the senior managers of Crown corporations and large departments who “agree” or 
“strongly agree” that our audits add value. The result in 2008-09 was an 83 percent average, with the 
responses to only one statement being below 75 percent (Exhibit 12). 


Exhibit 12—Financial audits add value for senior managers 
(Number of surveys received in 2008-09 =70) 


Survey items 


The auditors provided useful suggestions related to the presentation of your financial a 
statements, including note disclosures 


In discussions with you or in the management letter, the auditors identified valuable 


68 
opportunities to strengthen financial reporting practices and/or improve internal controls 
The audit plan reflected the areas of greatest business risk within your organization in 39 
relation to your annual financial statements 
The documents and reports prepared by the auditors were clear and concise 90 
The findings of the audit were reported in an objective and fair manner 89 
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Exhibit 13 shows the trend for senior manager responses (there was no target before 200405). 


Exhibit 13 — Financial audits add value for senior managers 


% Agree or Strongly Agree 
100 


0 1 


T T 


2002-03 2004-05 2008-09 


@ Actual --- Target 


28 —_—_ Section ||—Reporting on Results Office of the Auditor General of Canada 


Key users of our reports and the organizations we audit respond to our findings. For our 
financial audits, we monitor the corrective action taken in response to opinion reservations contained 
in our reports. Our indicator is the percentage of reservations that are addressed from one report to 
the next. Our target is 100 percent. 


There are two types of reservations that are presented in our financial audit reports: reservations 
related to financial accounting and auditing issues, and reservations related to compliance with 
authorities issues. Our reports can also contain other matters—for example, these might include 
comments concerning an organization’s financial sustainability or ability to fulfill its mandate. In the 
past, we included only financial accounting and auditing reservations in the calculation of this 
performance indicator. This year, we have included compliance-with-authorities reservations and 
“other matters”, and we have restated the 2007—08 result accordingly. 


In 2008-09, we issued 108 financial audit opinions, containing eight reservations that continued from 
the 2007—08 reports. Only one of the nine reservations issued in 2007—08 was addressed, giving a 
performance result of 11 percent. 


Of the eight continuing reservations, three were financial accounting and auditing issues and five were 
compliance-with-authorities issues. All three of the financial accounting and auditing reservations 
were contained in reports on territorial organizations. Four of the five compliance-with-authorities 
reservations were contained in reports to territorial organizations and were for failure to table annual 
reports on time. Many territorial organizations continue to face a challenge in having the financial 
management capacity they require. 


Special examinations of Crown corporations 


A special examination of a Crown corporation answers the following question: 


Do the systems and practices used by Crown corporations provide reasonable assurance that assets 
are safeguarded and controlled, that resources are managed economically and efficiently, and that 
operations are carried out effectively? 


In 2008-09, we reported on the special examinations of the eight corporations listed in Section HI— 
Supplementary Information. In 2008, there were three new Crown corporations added to the list of 
corporations that require special examinations: The Canadian Museum for Human Rights, the Canada 
Employment Insurance Financing Board, and PPP Canada Inc. 


We began publishing a chapter presenting the main points of special examinations in 2008 and will 
continue to present this information annually in our Report to Parliament. Chapter 7 of our Spring 
2009 Report—-Special Examinations of Crown Corporations presents the main points of eight special 
examination reports of Crown corporations that were issued to their boards of directors between 

1 March 2008 and 31 December 2008 and that have subsequently been made public. Of those eight 
reports, six identified no significant deficiencies and two—Federal Bridges Corporation Ltd. and VIA 
Rail Canada—identified one or more significant deficiencies. These deficiencies were reported to the 
responsible Minister. 
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Exhibit 14 summarizes our performance results for special examinations of Crown corporations 
for 2008-09. 


Exhibit 14—Results for special examinations 


Expected results Actual results 


* Parliament and federal organizations are engaged in the | We delivered eight special examination reports on federal Crown 
audit process corporations in 2008-09. In two of these reports—Via Rail Canada and 
Federal Bridges Corporation Ltd.—we identified significant deficiencies. 
¢ Parliament holds government to account 9 P i 9 
* Our work is relevant to federal organizations, 
departments, agencies, and Crown corporations 


Objectives Performance status 


Indicators and targets Performance summary 
Our work adds value 90 percent of board chairs | 97 percent of board chairs found our Exceeded 
for the key users of our | find our special special examinations add value 
reports examinations add value | 
Our work adds value 75 percent of Crown 84 percent of Crown corporation chief Exceeded 
for the organizations corporation chief executive | executive officers found our special 
we audit officers find our special examinations add value 


examinations add value 
a ee eee 


Key users of ourreports | 100 percent of significant n/a* n/a 
and the organizations deficiencies are addressed 

we audit respondto our | from one special 

findings examination to the next 


For the eight special examinations completed in 2008-09, there were either no significant deficiencies in the previous special examination, or there was no previous special 
examination because the Crown corporation was new. 


Our work adds value for the key users of our reports. To determine the value of our special 
examinations to the users of these reports, we sutvey board chairs (Exhibit 15). While the number of 
survey respondents is small (corresponding with the number of special examinations we complete 
annually), the response rate has been good. We received responses from eight of the ten board chairs 
surveyed in 2008-09. 


Exhibit 15—Special examinations add value for board chairs 
(Number of surveys received in 2008-09 =8) 


Survey items 


The findings of the examination were reported in an objective and fair manner 100 
The reports arising from the examination were clear and concise 100 
The recommendations focused on the most significant issues identified by 88 


the examination 


The findings reflect key issues that you feel will be worthwhile in contributing to 100 


future improvements within the organization 
0 25 50 75 100 
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In our 2008—09 Report on Plans and Priorities, we established a target of 90 percent for the 
respondents who indicate that they “agree” or “strongly agree” that our reports add value. This year 
the overall result was 97 percent. All respondents indicated they “agree” or “strongly agree” that we 
prepare reports that are clear and concise, that we report the findings in a fair and objective manner, 
and that the findings reflect key issues that will contribute to future improvement within the 
organization. 


Exhibit 16 shows the trend for board chair responses (there was no target before 2007-08). 


Exhibit 16 — Special examinations add value for board chairs 
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Our work adds value for the organizations we audit. In our 2008—09 Report on Plans and 
Priorities, we established a target of 75 percent for the chief executive officers of Crown corporations 
who “agree” or “strongly agree” that our special examinations add value. The result in 2008—09 was 
84 percent (Exhibit 17). 


Exhibit 17—-Special examinations add value for chief executive officers 
(Number of surveys received in 2008-09 = 11) 


Survey items 


The findings of the examination were reported in an objective and fair manner y) 
The reports arising from the examination were clear and concise 91 
The recommendations focused on the most significant issues identified by 82 
the examination 
The findings reflect key issues that you feel will be worthwhile in contributing to 82 
future improvements within the organization 
0 25 50 75 100 


% Agree or Strongly Agree 
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Exhibit 18 shows the trend for chief executive officer responses (there was no target before 2006-07). 


Exhibit 18 — Special examinations add value for chief executive officers 
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Key users of our reports and the organizations we audit respond to our findings. We monitor 
the corrective action taken in response to significant deficiencies reported in our reports. Our indicator 
for special examinations is the percentage of significant deficiencies that are addressed from one report 
to the next. Our target is 100 percent. 


For the eight special examinations completed in 2008-09, there were either no significant deficiencies 
in the previous special examination, or there was no previous special examination as the Crown 
corporation was new. Therefore, this indicator was not applicable. 


Sustainable development monitoring activities and environmental petitions 


Sustainable development monitoring activities. Over the years, we have monitored a number of 
departmental sustainable development strategies annually and continue to do so. In 2008, we examined 
the implementation of one commitment each from the 2007-2009 strategies of 11 federal organizations. 


Individual organizations have taken some action in specific areas, but there are still no clear federal 

goals or indicators to clarify the government's expectations for sustainable development strategies or 
to measure the individual or collective progress of departments and agencies. Consequently, there is 
still no basis for a meaningful assessment of results relative to the sustainable development strategies. 


The 2008 Federal Sustainable Development Act requires Environment Canada to establish federal 
sustainable development goals and targets by June 2010 and to provide a progress report at least once 
every three years after the day on which the Act came into force. Under this legislation, the 
Commissioner of the Environment and Sustainable Development has new responsibilities, including 
assessing the fairness of the information contained in the government’s report on progress in 
implementing a federal sustainable development strategy. We look forward to examining progress in 
our future annual reports. 
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Environmental petitions. The 1995 amendments to the Auditor General Act require that we monitor 
and report annually to Parliament on environmental petitions received from Canadians. The 
Commissioner reports on the quantity, nature, and status of petitions recetved and on the timeliness 
of ministers’ responses. The annual report on environmental petitions was included in the 
Commissioner’s December 2008 Report, tabled in Parliament in February 2009. 


Tn 2008-09, the Office recetved 37 environmental petitions. Ministers delivered 83 percent of 
responses to petitions on environmental matters within the 120-day time limit, compared with 
84 percent last year. 


In addition, we continued our practice of auditing selected issues and commitments made by ministers 
in their responses to petitions. In 2008—09, we audited departmental progress related to the 
development of the Air Quality Health Index. The results of this work were reported to Parliament in 
our Status Report in March 2009. 


Organizational performance 


We measure and manage our performance as an organization in a number of ways. The following 
section describes our key performance objectives, indicators, and targets and how we performed 


in 2008-09. 


Delivering work on time and on budget 


On time. For performance audits, the Office determines when individual audit reports will be tabled 
in the House of Commons; thus, there are no statutory deadlines for these reports. However, we do 
communicate to the Public Accounts Committee our planned tabling schedule for performance audits 
for the coming fiscal year. In our 2008—09 Report on Plans and Priorities, 29 performance audits were 
listed as planned for tabling during the current fiscal year and all but one were completed as planned. 
That one was rescheduled and reported in May 2009. The target for 2008-09 was 90 percent on time. 
For federal performance audits, 13 were tabled as planned and 13 were tabled later than the planned 
completion date listed in the 2008-09 Report on Plans and Priorities due to the prorogation of 
Parliament. One of the 13 audits tabled later than planned was tabled separately as it was reported 
concurrently with a related audit conducted by the Office of the Privacy Commissioner. Both planned 
territorial performance audits were completed on time. Details of the audits tabled are in Section IIJ— 
Supplementary Information. 


The majority of financial audits of federal Crown corporations (91 percent) and other federal 
organizations with a statutory deadline (95 percent) were completed on time, but we did not meet our 
target of 100 percent. For federal Crown corporations, reporting deadlines were not met for the Royal 
Canadian Mint (year ended 31 December 2008) and for the National Capital Commission, Federal 
Bridges Corporation Ltd., and the Canadian Race Relations Foundation (all 31 March 2008 year ends). 
The one “other federal organization with a statutory deadline” that was late was the National 
Battlefield Commission. Completing audits of federal organizations without a statutory deadline on 
time can be more challenging as these entities are not always ready to be audited within our self- 
determined deadline of 150 days after the end of the reporting period. Nonetheless, in 2008-09, 

84 percent of these audits were completed on time, exceeding our 2008-09 target of 70 percent 
(Exhibit 19). 
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Territorial financial audits present some unique 
challenges, including client readiness. In Exhibit 19 — Our work is completed on time 
2008-09, 48 percent of these audits were 
completed on time, a decrease from 2007-08 
and below our target of 55 percent for 2008-09. 


In our 2008—09 Report on Plans and Priorities, 
we listed 15 special examinations that we 
planned to complete in 2008-09. Eight were 


Performance Crown Federal Federal Territorial Special 


completed in 2008-09, and six of these were audits corporation financial financial financial examinations 
delivered on or before the statutory deadline saan ee gerbe — 

(see List of completed special examinations). Seca oe 

Completion of the remaining seven has been ona 


delayed until 2009-10; however, we still expect 
these to be completed before the statutory 
deadlines. The performance result of 75 percent 
for 2008—09 is the same as for 2007—08. While it is a significant improvement from 25 percent in 
2006-07, it is still below our target of 100 percent. We are refining our approach to planning special 
examinations to improve on-time performance. 


MB Actual (%) = Target (%) 


On budget. For all of our audits, being on budget is defined as completing the audit in no more than 
115 percent of the budgeted hours for the audit. This figure recognizes that factors outside the control 
of the audit team, such as client readiness and the number and complexity of audit issues identified, 
can affect time spent on an audit. 


For federal audits, three of our on-budget 
results improved in 2008-09 and are above Exhibit 20 — Our work is delivered on budget 
our target of 70 percent, while the audits of 
Crown corporations and other federal entities 
with a statutory deadline are below the target. 
Our on-budget result for audits of territorial 


organizations is well above the target of 
55 percent (Exhibit 20). 


Although our on-budget results for financial ae. Hitrsearalitenaddgl eeatlia wancabienete 
audits of Crown corporations and other federal a ee eee tas rae 

entities with statutory deadlines continue to be Soto ieee 

significantly below target in 2008-09, the results ponces 


of our recent audits are promising, in part as a 
result of our efforts to develop a more rigorous 
budget-setting and management process. Work 
on preparing for the transition to international financial reporting standards is introducing new 
budgeting and resourcing challenges for audits of Crown corporations and territorial organizations, 
and we will be reviewing all audits to identify possible audit efficiencies to offset these additional 
challenges. While there are many reasons and possible explanations for why individual audits did not 
meet their budgets, overall we need to do a better job in planning, monitoring, and developing budgets 
for our audits. Our employee survey results also tell us that our staff believe we can do a better job in 
managing our allocation of staff to products. 


WH Actual (%) =) Target (%) 
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Ensuring our audit reports are reliable 


Our audit work is guided by a rigorous methodology and quality management system. Annual internal 
reviews and periodic external peer reviews provide the Auditor General with opinions on whether our 
audits are conducted in accordance with professional standards, and whether our Quality Management 
System (QMS) is appropriately designed and effectively implemented. We report publicly on the 
results of these reviews in order to provide assurance to members of Parliament and the public that 
they can rely on the opinions and conclusions contained in our audit reports. Our Quality Management 
System is based on professional standards and Office policies. It guides auditors through a set of steps 
they must follow during their audits and ensures that these audits are conducted according to 
professional standards and Office policies. Annual internal reviews also conclude on whether the 
opinions and conclusions contained in our audit reports are appropriate. External reviews conducted 
by the provincial institutes of chartered accountants conclude on whether we are following 
professional standards and meeting their requirements for training chartered accounting students. 


Internal practice reviews. Each year we conduct practice reviews of our financial audits, special 
examinations, performance audits, and assessments of agency performance reports by assessing their 
compliance with our Quality Management System. In 2008—09, we completed 22 practice reviews— 
12 annual audits, 7 performance audits, and 3 special examinations. This number of reviews was higher 
than usual and addressed a backlog from the previous year. 


In all cases but one, the practice reviews found that the opinions and conclusions expressed in our 
reports were appropriate. In the one exception, the audit team was directed to carry out additional 
work and make the necessary corrections to the audit file. 


The practice reviews identified a number of instances where improvements should be made to our 
Quality Management System and where the QMS was not applied consistently and rigorously. The 
reviews found that only four of the audits were in full compliance with our QMS. 


The Office is not satisfied with these results and we are taking steps to address them, including 
increasing accountability for compliance with the QMS. We have developed detailed action plans that 
have been reviewed by our independent audit committee and approved by the Office’s Executive 
Committee. These two committees will carefully monitor implementation of the action plans. As a 
result of the actions we are taking, we expect to see some improvements next year, and, since many of 
next years’ audits are already well advanced, further improvements the following year. 


As a result of these practice reviews, we are changing our performance indicator from “the percentage 
of internal practice reviews that find our audits in compliance with our quality management system” 
to “the percentage of practice reviews that find the opinions and conclusions expressed in our reports 
are appropriate.” This change reflects the fact that while compliance with our QMS is intended to 
ensure that audit opinions and conclusions are appropriate, ultimately it is the reliability of the opinions 
and conclusions expressed in our reports that is important to Parliament and the public. 


External reviews. Through peer reviews of the Office, conducted by other national legislative audit 
offices, we periodically seek independent assurance that our Quality Management System is suitably 

designed and is operating effectively to produce independent, objective, and supportable information 
that Parliament can rely on to examine the government's performance and hold it to account. The next 
peer review will take place in 2009-10. It will encompass all three of our main audit practices, as well 
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as key services that directly support audit operations. The two previous peer reviews found that our 
QMS for financial audits was effectively designed and operating effectively (1999) and reached the 
same conclusion for our performance audit practice (2003). 


A second type of external review is conducted by the provincial institutes of chartered accountants, 
who review our compliance with professional standards and our training of chartered accounting 
students. The most recent reviews by the institutes of five provinces (conducted within the past 18 
months) concluded that we were following professional standards and met their training requirements. 


Results of our practice reviews, including action plans and progress reports, are published on our 
website under About Us. 


Internal audits. We also audit our management and administrative practices. These audits assure the 
Auditor General that the Office is complying with government and Office policies. They also provide 
managers with assessments and recommendations. A link to the list of internal audits and reviews is 
in Section I11—Supplementary Information. 


In 2008-09, following the implementation of a new financial system in April 2008, we began an 
internal audit on the controls for financial transactions. The findings of this audit will be reported in 
our 2009-10 Performance Report. 


As our internal audits are completed, the results are published on our website under About Us. 


Providing a respectful workplace 


Our values for creating a respectful workplace are trust, integrity, and leading by example. These values 
define how we conduct ourselves and carry out our work. In addition, the Office strongly supports the 
values of competency, representativeness, non-partisanship, fairness, employment equity, 
transparency, flexibility, affordability, and efficiency. The Office includes these values in all of its 
human resource activities. In addition, since 2005, 50 percent of managers’ performance pay has been 
tied to their people management skills. 


The Office has set four objectives for providing a respectful workplace, each with its own indicators 
and targets: 


Provide a workplace environment where employees are satisfied and engaged. 
Promote a bilingual workplace. 

Assemble a workforce that represents the Canadian population. 

Ensure that qualified, capable employees are available to carry out our mandate. 


Satisfied and engaged employees. Our target for this objective is to maintain a minimum level of 
80 percent employee satisfaction. Our 2008 employee survey had a 93 percent response rate, which is 
above the 90 percent rate in 2006 and the 65 percent norm for most organizations. The results show 
a significant increase in overall employee satisfaction from 70 percent in 2004 to 82 percent in 2006, 
and to 88 percent in 2008. Most employees—93 percent—said they feel proud to work for the Office, 
and consider the Office to be well run and characterized by good clarity of direction and strong 
support for vision and values. 
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Our challenge during the next year will be to maintain this positive momentum and continue to look 
for ways to improve. In response to the 2008 Employee Survey, the Executive Committee committed 
to taking action in the following three areas: managerial and supervisory effectiveness, resources 
(workload and staffing), and the promotion process. Implementation of these actions began in late 
2008. Our goal is to ensure that all the initiatives identified are well under way or completed before our 
next employee survey in the spring of 2010. 


A bilingual workforce. The Office has continued to improve its bilingual capacity in the management 
group. On 31 March 2009, 85 percent of our senior management group (assistant auditors general and 
principals) met the language requirements of their positions. As for the directors, 79 percent met the 
language requirements of their positions. Emphasis will continue to be placed on second language 


training in 2009-10. 


A representative workforce. In increasing its workforce from the previous year, the Office has been 
able to exceed or achieve close to 100 percent representation of workforce availability for three out of 
four designated groups. Efforts are still needed to increase representation of visible minorities. 


Retention rate. The retention rate of 88 percent has increased slightly in the past year and remains 
below our target of 90 percent. A Retention and Recruitment Strategy was developed and greater 
attention was focused on specific target groups, especially in the accounting field, in order to increase 
retention. 


Financial performance 


Our net allowable spending for 2008-09 was $100.4 million, consisting of $87.9 million current year 
appropriations plus services provided by other government organizations without charge of 
$13.4 million less non-respendable revenue of $0.9 million. 


Parliamentary appropriations 


In 2008-09, the Office used $84.4 million of the $87.9 million in parliamentary appropriations 
approved (Exhibit 21). The $87.9 million is comprised of $81.9 million in Main Estimates and a further 
$6.0 million in Supplementary Estimates and adjustments and transfers. The $6.0 million was routine 
in nature, including the carry-forward funding ($3.6 million), various salary-related entitlements, such 
as economic increases and increases related to performance pay ($1.0 million), and parental leave/ 
severance payments ($1.7 million) recovered from the Treasury Board of Canada Secretariat (through 
the contingency vote). 


The Office lapsed $3.5 million in 2008—09 ($4.3 million in 2007-08). Like government departments 
and agencies, subject to parliamentary approval, the Office may carry forward lapsed amounts and 
adjustments of up to five percent of its operating budget (based on Main Estimates program 
expenditures) into the next fiscal year. 
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Exhibit 21—-Voted and statutory items 


2008-09 ($ millions) 


Vote # or 
statutory item 


(S) 


Total actual 
expenditures 


Vote or statutory Planned 
wording Main Estimates spending Total authorities 


Program expenditures 
i eee | Se ™ 


Contributions to 9.6 : 
employee benefit plans 
Total 81.9 81.9 


= 


84.4 


Exhibit 22 shows our spending trend from 2004—05 to 2008-09. 


Exhibit 22 — Spending trend 


79.6 76.8 78.6 77.8 


75.1 799 


2004-05 2005-06 2006-07 2007-08 2008-09 


(§ millions) 


Hi Total authorities (Main Estimates + Supplementary Estimates) [7] Actual spending 


Cost of operations 


In 2008-09, the net cost of operations for the Office was $100.1 million, as reported in our audited 
financial statements (page 44). This increase of $7.4 million (8.0 percent) from 2007-08 is mainly due 
to increases in salary and employee benefits of about $4.5 million (6.4 percent), Office accommodation 
of $1.6 million (22.0 percent), and professional services of $1.2 million (14.4 percent). The increased 
salary costs are mainly due to a larger number of full-time equivalents (FTEs) used, annual economic 
increases, and an increase in employee benefits and the severance pay expense. The cost for Office 
accommodation, which is provided without charge to the Office, increased due to a new 4.5 year 
agreement. The new agreement was negotiated by Public Works and Government Services Canada for 
our Ottawa location, starting in April 2008. The first year of the agreement incorporates a 22 percent 
increase to reflect the increased market value of occupancy costs. 


Full-time equivalents used 


The Office used 628 full-time equivalents in 2008-09, which represented 98.9 percent of our budget 
of 635 FTEs. This represents an increase of 20 in the number of FTEs used from last year. In 
2007-08, we used 608 FTEs, representing 98.5 percent of our budget of 617 FTEs. 
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Analysis by legislative auditing activity 


We reported an original 2008—09 budget of $91.9 million in our 2008—09 Report on Plans and 
Priorities, and a revised 2008—09 budget of $98.8 million in our 2009-10 Report on Plans and 
Priorities. The 2008—09 revised budget (forecast spending) and actual spending (net cost of operations) 
are presented in Exhibit 2—Performance Summary (page 8). 


We manage costs for the Office as a whole and also for individual audits. Audit budgets are established 
for planned hours and other costs of work. All direct salary, professional service, travel, and other costs 
associated with the delivery of individual audits and professional practice projects are charged directly 
to them. All other Office expenses, including services provided without charge, are treated as overhead 
and allocated to audits and professional practice projects based on the direct hours charged to them. 


Performance audits and studies 


($ millions) | 2008-09 2007-08 


Actual costs Actual costs 


Performance audits and studies ASnyi 39.5 


The number of audits tabled and in progress in 2008—09 was similar to last year, but the costs were 
higher because the audits were larger and more complex. This year’s actual costs were slightly below 
budget as some work was delayed until next year and certain expenditures were less than budgeted. 


Financial audits 


($ millions) \ 2008-09 2007-08 
Actual costs Budget Actual costs 
Financial audits—Crown corporations, 38.3 SY 34.8 
territorial governments, other organizations, 
and the summary financial statements of the 


Government of Canada 


The costs of these audits in 2008-09 were higher than planned as a result of dealing with difficult issues 
in several Crown corporations and the summary financial statements of the Government of Canada, 
as well as a need for increased professional services to manage our peak period in May and June 2008. 
The costs also increased compared with last year. The increase in year-over-year costs 1s partly 
attributable to the above factors, but also due to the costs associated with beginning our new mandate 
as auditor of the International Labour Organization, and to work related to our Quality Management 
System, the cost of which we allocate to the audits. We continue to work on improving our 
management of the costs of our financial audits. 
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Special examinations of Crown corporations 


($ millions) 2008-09 2007-08 


Actual costs Budget Actual costs 


Special examinations of Crown corporations 7.8 8.6 


The total cost of conducting special examinations of Crown corporations varies depending on the 
number of examinations under way each year; their nature, size, and complexity; and the risk levels of 
the corporations being examined. In 2008-09, we worked on 24 special examinations of which 8 were 
completed, compared with the 20 we worked on in 2007-08 of which 8 were completed. Our special 
examination costs were $800,000 under budget this year as a result of delays in a number of special 
examinations, including one major examination that has been deferred until a later date. In addition, 
another recently completed major examination was about $300,000 under budget. 


Sustainable development monitoring activities and environmental petitions 


2007-08 


2008-09 


($ millions) 


Actual costs Actual costs 


2.0 Se 


Sustainable development monitoring activities 
and environmental petitions 


The costs of this work in 2008-09 were higher than planned due to additional work conducted on 
special projects related to the petitions process. These costs were lower than in 2007-08 because fewer 
petitions were received and fewer environmental and sustainable development audits were tabled this 
year. 


Professional practices 


2007-08 


($ millions) 2008-09 


Actual costs 


Actual costs 


8.8 


Professional practices 


We increased the effort in this area compared with last year due to various projects and initiatives, such 
as updating audit methodology and preparation and training for the implementation of international 
financial reporting standards. 


eee __$_$$ 
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Section III—Supplementary Information 


List of supplementary information tables 


The following supplementary information tables can be found on the Treasury Board of Canada 
Secretariat website at http://www.tbs-sct.gc.ca/dpr-rmr/2008-2009 /index-eng.asp. or on the Office 
of the Auditor General website at www.oag-bvg.gc.ca/performance 


* Selected sustainable development commitments and targets 
* Green procurement 


¢ Internal audits and reviews completed in 2008-09 
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Financial tables 


Table 1—Total value of professional services contracts! 


Contracts with original fees Contracts with original fees 
less than $25,000 $25,000 or more 


($ thousands) Number Percentage ($ thousands) Number Percentage 
Competitive contracts 1,158 85 WSNG) 5,029 75 100 
Non-competitive contracts 3,790 459 84.4 _ i _ 
Total 4,948 544 100 5,029 75 100 


ee Se 


" All amounts include fees, expenses, amendments and GST. Contracts are classified based on original fees before GST as per the Office’s contracting policy. However, contracts with original 
fees of less than $25,000 are sometimes amended in accordance with the Office’s contracting policy and in some cases the total amended value may exceed $25,000—these contracts 
are still included with ‘contracts with original fees less than $25,000’. Further disclosure can be found on the OAG website where the total value (original value plus any amended value) 
of contracts over $10,000 (with GST) is reported. 


Table 1 highlights the Office’s contracting activity for professional services in 2008. The Auditor General’s power to enter into contracts for professional services pursuant to section 16.2 of 
the Auditor General Act and in 2008-09 the Office was not subject to the Government Contracts Regulations. However, in light of proposed amendments, the Office is expected to be sub- 
ject to Government Contracts Regulations once the amendments are approved. The Auditor General’s policy on contracting for professional services requires that contracts for estimated pro- 
fessional fees of $25,000 or more be awarded through competition, unless they meet one of the three criteria for exemption: the need is one of pressing urgency, it is not in the public 
interest to solicit bids due to the nature of the work, or there is only one person capable of performing the work. Contracts that exceed the North American Free Trade Agreement (NAFTA) 
threshold follow NAFTA rules. 


Table 2—Travel and hospitality expenses 


Disclosure of the travel and hospitality expenses for the Auditor General, the Deputy Auditor General, the Commissioner of the 
Environment and Sustainable Development, and the Assistant Auditors General is available on our website under About Us. 


The Office follows the Treasury Board Travel Directive and the Treasury Board Hospitality Policy, as appropriate for Agents of 
Parliament. 


Table 3—Office memberships! 


($ thousands) 
CCAF-FCVI Inc. : 380.0 
Conference Board of Canada tia) 
International Organization of Supreme Audit Institutions 7.8 
Head of Federal Agencies Secretariat 155 
Public Policy Forum 5.5 
Association des institutions supérieures de contréle ayant en commun |’usage du francais e2 


|The Office participates and supports professional organizations related to its legislative auditing program. The Office also pays individual employee membership fees to a variety of 
professional organizations. 


— 
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Table 4—Compensation and benefits 


The following is a summary of compensation and selected benefits paid to the Office employees by level. Office employees 
receive benefits comparable to other federal government employees, which are not included in this table. 


Position 


Auditor General 


Deputy Auditor General 


Salary ($)? 
309,300 


Club 

Bilingual | Performance | Automobile’ | membership? 

bonus ($)| pay? ($) ($) ($) Total ($) 
599 SH DE 


200,385-239,865 


0-39,340 200,385-279,205 


Commissioner of the 
Environment and 
Sustainable Development 


158,100-207,405 


158,100-241,415 


158,100-219,470 
113,540-191,425 


0-18,430 113,540-164,870 


Assistant auditors general 16 158,100-188,550 0-30,920 
Senior principals ev est 113,540-164,495 0-26,930 
Principals 56 113,540-146,440 

Senior directors 3 88,605-131,605 0-16,580 


88,605-148,185 


88,605- 


32,280 


53,858-90,479 
33,674-64,461 


Directors 103 88,605-117,500 

Auditors 246 44,189-98,087 800 

Audit service officers 9| 53,858-89,679 800 

Audit service specialists 106 33,674-63,661 800 
628 


' Full-time equivalents (FTEs) utilized in the fiscal y 


2 The audit services collective agreem 


ent for the per 


3 Amounts represent the range that levels are eligib 


ear 2008-09. 


¢ to receive in performance pay. 


4 Taxable benefit for the personal use of an automobile for the 2008 calendar year. 


> The Office paid a club membership for the Auditor General. 


iod | April 2007 to 30 September 2010 was signed 3 April 2009. The table reflects the revised salaries. 


6 The salary of the Auditor General is set by statute under subsection 4(1) of the Auditor General Act and is equal to the salary of a puisne judge of the Supreme Court of Canada. 
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Financial statements 


Office of the Auditor General of Canada 
Bureau du vérificateur général du Canada 


Management's statement of responsibility 


Management of the Office of the Auditor General of Canada is responsible for the preparation 

of the accompanying financial statements and related information contained in this 2008—09 
Performance Report. These financial statements have been ptepared in accordance with Canadian 
generally accepted accounting principles for the public sector. Where alternative accounting methods 
exist, management has chosen methods that it believes to be appropriate in the circumstances. 
Where estimates or judgments have been required, management has determined such amounts on a 
reasonable basis. Financial information disclosed elsewhere in this performance report is consistent 
with these audited financial statements. 


In meeting its reporting responsibility, management has established and followed policies and 
procedures and systems of internal control designed to provide reasonable assurance that assets are 
safeguarded from loss or unauthorized use, operations are in compliance with governing authorities, 
and financial information is reliable. Selected internal control systems are periodically tested and 
evaluated by the internal auditors, and management takes any action necessary to respond 
appropriately to their recommendations. Management recognizes the limits inherent in all systems of 
internal control but believes the Office has established effective and responsive systems of internal 
control through the careful selection of employees, appropriate division of responsibilities, training 
and other professional development activities, and development of formal policies and procedures. 


The Office’s Executive Committee oversees management’s preparation of the financial statements and 
ultimately approves the financial statements and related disclosures following a recommendation from 
the Office’s Audit Committee. As a basis for recommending approval of the financial statements to 
the Executive Committee, the Audit Committee reviews management’s arrangements for internal 
controls and the accounting policies employed by the Office for financial reporting purposes. The 
Audit Committee also meets independently with the Office’s internal and external auditors to consider 
the results of their work. 


The external auditors’ report, as to the fairness of presentation of these financial statements 
in conformity with Canadian generally accepted accounting principles for the public sector, is included 
in this performance report. 


en Hor foerdlg/ 


Sheila Fraser, FCA Jean Landry, CGA 
Auditor General of Canada Comptroller 


Ottawa, Canada 
26 June 2009 
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Auditors’ report 


To the Speaker of the House of Commons 


We have audited the statement of financial position of the Office of the Auditor General of Canada 
as at 31 March 2009 and the statements of operations, deficit, and cash flow for the year then ended. 
These financial statements are the responsibility of the Office’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. 

Those standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Office as at 31 March 2009 and the results of its operations and its cash flows for the year then 
ended in accordance with Canadian generally accepted accounting principles. 


Further, in our opinion, the transactions of the Office that have come to our notice during our audit 
of the financial statements have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations and the Auditor General Act. 


Weleh LP 

Lévesque Marchand S.E.N.C. 
Chartered Accountants 
Licensed Public Accountants 


Ottawa, Canada 
26 June 2009 
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Office of the Auditor General of Canada 
Statement of Financial Position 
as at 31 March 


2009 2008 
Assets (in thousands of dollars) 
Current assets 
Due from the Consolidated Revenue Fund 6,933 8,242 
Accounts receivable 622 15S 
Prepaid expenses 283 281 
7 838 8,678 
Capital assets (note 4) 3,A9T 4,375 
lise ae, to,000 
Liabilities and Deficit 
Current liabilities 
Accounts payable and accrued liabilities 
Due to employees “5,866 4,465 
Due to others Zul 2,700 
Vacation pay 8) (oxo) 3,493 
Current portion of employee future benefits (note 5) Lats 1,787 
| 13,429 12,445 
Employee future benefits (note 5) T3652 1273 
Deficit (note 6) (13,746) (10,665) 
| lee fs BU 6% 
The accompanying notes are an integral part of these financial statements. 
Approved by 
ena Naser 
Sheila Fraser, FCA Jean Landry, CGA 
Auditor General of Canada Comptroller 
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Office of the Auditor General of Canada 


Statement of Operations 
for the year ended 31 March 


2009 2008 


Expenses (note 7) (in thousands of dollars) 
Performance audits and studies 43,739 B75025 
Financial audits of Crown corporations, territorial governments, 

and other organizations 33,003 29,603 
Special examinations of Crown corporations fee 6,746 
Audit of the summary financial statements of the Government 

of Canada Bo2AZ Soc 
Sustainable development monitoring activities 

and environmental petitions 1,973 8, NEO 
Assessments of agency performance reports 411 as) 
Total cost of audits C2 AOS 85,196 
Professional practices (note 8) 8,840 7,834 

Total cost of operations 100,943 93,030 

Costs recovered 
International audits 782 274 
Other 105 89 

Total costs recovered 887 363 

Net cost of operations before parliamentary appropriations 100,056 P2007. 

Parliamentary appropriations used (note 3) 84,437 BZ ,022 

Net cost of operations after parliamentary appropriations eyren Ry 10,345 


The accompanying notes are an integral part of these financial statements. 
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Office of the Auditor General of Canada 
Statement of Deficit 
for the year ended 31 March 


2009 2008 
(in thousands of dollars) 

Deficit, beginning balance (10,665) (10,902) 
Net cost of operations after parliamentary appropriations (15,619) (10,345) 
Services provided without charge by other government departments 

(note 7) 13,425 10,945 
Costs recovered (887) (363) 
Deficit, ending balance (13,746) (10,665) 


The accompanying notes are an integral part of these financial statements. 


j——_——— SC irre —OOoOOa—a—_F__€«€= 
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Office of the Auditor General of Canada 
Statement of Cash Flow 
for the year ended 31 March 


2009 2008 


Operating activities (in thousands of dollars) 
Cash payments (87,675) (B27) 
Cash receipts DTD SHOW 
Parliamentary appropriations used (note 3) 84,437 S222 
Cash (used) provided by operating activities (766) 2,820 
Capital investment activities 
Capital asset acquisitions (544) (1,220) 
Proceeds from the disposal of capital assets 1 — 
Cash used in capital investment activities (543) (1,220) 
(Decrease) Increase in Due from the Consolidated Revenue Fund 
during the year tl 7309) 1,600 
Due from the Consolidated Revenue Fund, beginning of year 8,242 6,642 
Due from the Consolidated Revenue Fund, end of year 6,933 8,242 


The accompanying notes are an integral part of these financial statements. 
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Office of the Auditor General of Canada 
Notes to the financial statements for the year ended 31 March 2009 


1. Authority and objective 


The Auditor General Act, the Financial Administration Act, and a variety of other acts and 
orders-in-council set out the duties of the Auditor General and the Commissioner of the 
Environment and Sustainable Development. These duties relate to legislative auditing of federal 
departments and agencies; Crown corporations; territorial governments; and other organizations, 
which include two international organizations. 


The program activity of the Office of the Auditor General of Canada is legislative auditing and 
consists of performance audits and studies of departments and agencies; audit of the summary 
financial statements of the Government of Canada; financial audits of Crown corporations, 
territorial governments, and other organizations; special examinations of Crown corporations; 
sustainable development monitoring activities and environmental petitions; and assessments of 
agency performance reports. 


The Office is funded through annual appropriations received from the Parliament of Canada and 
is not taxable under the provisions of the Income Tax Act. 


Pursuant to the Financial Administration Act, the Office is a department of the Government of 
Canada for the purposes of that Act and is listed in Schedule I.1, and is a separate agency for the 
purposes of Schedule V. 


2. Significant accounting policies 


a) Basis of presentation 


The financial statements of the Office have been prepared in accordance with Canadian 
generally accepted accounting principles for the public sector. 


b) Parliamentary appropriations 


The Office’s annual parliamentary appropriations are reported directly in the Statement of 
Operations in the fiscal year for which they are approved by Parliament and used by the Office. 


c) Costs recovered 


The costs of audits are paid from monies appropriated by Parliament to the Office. Fees for 
international audits generally recover the direct costs incurred and are recognized in the period 
the audit services are provided. Amounts recovered are deposited in the Consolidated Revenue 
Fund and are not available for use by the Office. Other costs recovered represent audit 
professional services provided to members of the Canadian Council of Legislative Auditors, 
adjustments to prior year’s payables and refund of prior years’ expenses. 


d) Due from the Consolidated Revenue Fund 


The financial transactions of the Office are processed through the Consolidated Revenue Fund 
of the Government of Canada. The Due from the Consolidated Revenue Fund balance 
represents the amount of cash that the Office is entitled to draw from the Consolidated 
Revenue Fund, without further appropriations, in order to discharge its liabilities. 
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e) Capital assets 


Capital assets are recorded at historical cost less accumulated amortization. The Office 
capitalizes the costs associated with the development of software used internally including 
software licences, installation costs, professional service contract costs, and salary costs of 
employees directly associated with these projects. The costs of software maintenance, project 
management and administration, data conversion, and training and development are expensed 
in the year incurred. 


Amortization of capital assets begins when assets are put into use and is recorded by the 
straight-line method over the estimated useful lives of the assets as follows: 


Capital assets Useful life 
Furniture and fixtures 7 years 
Leasehold improvements 10 years 
Informatics software 3 years 
Informatics hardware and infrastructure 3 years 
Office equipment 4 years 
Motor vehicle 5 years 


f) Vacation pay 


Vacation pay is expensed as benefits accrue to employees under their respective terms of 
employment using the employees’ salary levels at year end. Vacation pay liabilities represent 
obligations of the Office that are funded through parliamentary appropriations. 


g) Employee future benefits 


i) Pension benefits 

All eligible employees participate in the Public Service Pension Plan, a multiemployer plan 
administered by the Government of Canada. The Office’s contributions are currently based on 
a multiple of an employee’s required contributions and may change over time depending on 
the experience of the Plan. The Office’s contributions are expensed during the year in which 
the services are rendered and represent its total pension obligation. The Office is not currently 
required to make contributions with respect to any actuarial deficiencies of the Public Service 
Pension Plan. 


il) Severance benefits 

Employees are entitled to severance benefits, as provided for under their respective terms of 
employment. The cost of these benefits is accrued as employees render the services necessary to 
earn them. Management determined the accrued benefit obligation using the employees’ salary 
at year end. Severance benefits are funded through appropriations once employees’ departures 
are confirmed. 


h) Services provided without charge by other government departments 


Services provided without charge by other government departments are recorded as operating 
expenses by the Office at their estimated cost. A corresponding amount is reported directly in 
the Statement of Deficit. 


Office of the Auditor General of Canada Section IlI—Supplementary Information 5] 


i) Allocation of expenses 


The Office charges all direct salary, professional service, travel, and other costs associated with 
the delivery of individual audits and professional practice projects directly to them. All other 
expenses, including services provided without charge, are treated as overhead and allocated to 
audits and professional practices projects based on the direct hours charged to them. 


j) Measurement uncertainty 
These financial statements are prepared in accordance with Canadian generally accepted 
accounting principles, which require management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the reporting period. Capital assets and 
employee severance benefits are the most significant items for which estimates are used. Actual 
results could differ significantly from those estimates. These estimates are reviewed annually, 
and as adjustments become necessary, they are recognized in the financial statements in the 
period in which they become known. 


3. Parliamentary appropriations 


The Office is funded through annual parliamentary appropriations. Items recognized in the 
Statement of Operations and the Statement of Deficit in one year may be funded through 
parliamentary appropriations in prior and future years. Accordingly, the Office’s net cost of 
operations for the year based on Canadian generally accepted accounting principles is different than 
total appropriations used for the year. These differences are reconciled as follows: 


a) Reconciliation of net cost of operations to current year appropriations used 


2009 2008 
(in thousands of dollars) 
Net cost of operations before parliamentary appropriations 100,056 92,667 
Less: Expenses not requiring the use of appropriations 
Amortization of capital assets (1,421) (1,229) 
Services provided without charge by other 
government departments (13,425) (10,945) 
Add: Costs recovered 887 363 
86,097 80,856 
Changes in Statement of Financial Position amounts not 
affecting the current year use of appropriations! (2,204) 246 
Current year appropriations applied to operations 83,893 81,102 
Capital asset acquisitions funded by appropriations 544 1,220 
Current year appropriations used 84,437 D2. ee 


' Components of this amount are prepaid expenses, due to employees, vacation pay, and severance benefits. 
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b) Reconciliation of appropriations provided to current year appropriations used 


2009 2008 

Appropriations: (in thousands of dollars) 

Voted—operating expenditures 18,023 77 482 

Statutory contributions to employee benefit plans ONS 9,146 

Proceeds from disposal of capital assets 1 = 
Current year appropriations provided aed 86,628 
Less: Lapsed appropriations! 3,502 4,306 
Current year appropriations used 84,437 B27322 


‘Subject to parliamentary approval, the Office is allowed to carry forward into the next fiscal year its lapsed 
appropriations after adjustments up to a maximum of 5 percent of its main estimates operating budget. 
In 2008-09, the Office had $3.5 million ($3.8 million in 2007-08) in lapsed appropriations after 
adjustments. The maximum allowed for carry forward into 2009-10 is $3.6 million ($3.6 million in to 


2008-09). 


4. Capital assets 


Cost 


Opening 
balance Acquisitions Disposals 


Furniture and 


fixtures 4,496 147 
Informatics 
software 3,889 196 
Leasehold 
improvements 3,288 82 
Office 
equipment 1,039 26 150 
Informatics 
hardware and 
infrastructure 85] 93 29 
Motor vehicle 30 
i398 544 179 


Closing 
Balance 


VANS 
30 
13,958 


Accumulated amortization 2009 2008 
Opening Closing Net book Net book 
balance Amortization Disposals Balance value value 


(in thousands of dollars) 


Amortization expense for the year ended 31 March 2009 is $1.4 million ($1.2 million in 2008). 
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3,025 639 3,664 979 
3931 315 3,546 539 

1,288 329 1,617 1,753 

1,020 8 150 878 37 

646 125 29 742 173 

8 6 14 16 

Bmie® 14400 179 10,461 3,497 


4,375 
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5. Employee future benefits 


a) Pension benefits 


The Office’s eligible employees participate in the Public Service Pension Plan, which is sponsored 
and administered by the Government of Canada. Pension benefits accrue up to a maximum period 
of 35 years at a rate of 2 percent per year of pensionable service, times the average of the best 

5 consecutive years of earnings. The benefits are fully indexed to the increase in the Consumer Price 
Index. 


The Office’s responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses 
or deficiencies are recognized in the financial statements of the Government of Canada, as the Plan’s 
sponsor. The Office’s and employees’ contributions to the Plan are as follows: 


2009 2008 

(in thousands of dollars) 
Office’s contributions pS 6,667 
Employees’ contributions 2, 9AP 2,884 


b) Severance benefits 


The Office provides severance benefits to its employees based on years of service and salary at 
termination of employment. This benefit plan is not pre-funded and thus has no assets, resulting 
in a plan deficit equal to the accrued benefit obligation. Benefits will be paid from future 
appropriations. Information about the plan, measured as at 31 March, is as follows: 


2009 2008 
(in thousands of dollars) 
Severance benefit obligation, beginning of year 13,060 peony 
Expense for the year 854 223 
Benefits paid during the year (449) (1,674) 
Severance benefit obligation, end of year 13,465 13,060 
6. Deficit 


The deficit represents liabilities incurred by the Office, net of capital assets and prepaid expenses, 
that have not yet been funded through appropriations. Significant components of this amount are 
employee severance benefits and vacation pay liabilities. 
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7. Summary of expenses by major classification 


Summary of expenses by major classification for the years ended 31 March are as follows: 


2009 2008 
(in thousands of dollars) 

Salaries and employee benefits 74,066 69,599 
Professional services 9 543 8,343 
Office accommodation 8,507 6275 
Travel and communication AN LS 4,269 
Informatics, informatics maintenance and repairs, office 

equipment, and furniture and fixtures 2,602 2,470 
Printing and publications services 782 601 
Materials, supplies, and other payments 720 MES 
Total cost of operations 100,943 93,030 


In 2009, the total cost of operations included services provided without charge by other government 
departments totalling $13.4 million ($11.0 million in 2008). This is composed of $8.5 million ($7.0 million 
in 2008) for office accommodation and $4.9 million ($4.0 million in 2008) for the employer’s contributions 
to the Public Service Health Care Plan and the Public Service Dental Plan. 


8. Professional practices 


The Office works with other legislative audit offices and professional associations, such as 

the Canadian Institute of Chartered Accountants, to advance legislative audit methodology, 
accounting and auditing standards, and best practices. International activities include participation 
in organizations and events that have an impact on our work as legislative auditors. External review 
includes the cost of participating in the external reviews of other national legislative audit offices 
and being the subject of an external review. 


2009 2008 
(in thousands of dollars) 
Methodology and knowledge management 4,447 37180 
International activities PAM WE: Sell 
External review WIE 53] 
Canadian Council of Legislative Auditors 786 525 
Participation in standard-setting activities 698 483 
Professional practices 8,840 7,834 


9. Related party transactions 


The Office is related as a result of common ownership to all Government of Canada departments, 
agencies, and Crown corporations. The Office enters into transactions with these organizations in 
the normal course of business and on normal trade terms. As Parliament’s auditor, the Office is 
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mindful of its independence and objectivity when entering into any such transactions. The Office 
conducts independent audits and studies without charge to federal departments and agencies, 
Crown corporations, territorial governments, and other organizations. 


In 2009, the Office incurred expenses of $24.6 million ($22.7 million in 2008) and recovered 
expenses of $1.8 million ($2.0 million in 2008) from transactions in the normal course of business 
with other government departments, agencies, and Crown corporations. These expenses include 
services provided without charge of $13.4 million ($11.0 million in 2008) as described in note 7. 


As at 31 March, the accounts receivable and payable with other government departments and 
Crown corporations are as follows: 


2009 2008 

(in thousands of dollars) 
Accounts receivable 383 86 
Accounts payable a 316 


These amounts are included respectively in accounts receivable and due to others on the statement 
of financial position. 


Financial instruments 


The fair value of Due from the Consolidated Revenue Fund, accounts receivable, accounts 
payable, and accrued liabilities approximates their respective book values due to their short term 
to maturity. 


Comparative figures 


Certain 2007-08 comparative figures have been reclassified to conform to the presentation 


adopted in 2008-09. 
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Report on staffing 


The Auditor General has received the staffing authorities of the Public Service Commission directly 
through the Auditor General Act. Since the Commission must report annually to Parliament for the 
previous fiscal year on matters under its jurisdiction, the Office of the Auditor General believes it 
should also report annually on the Office’s staffing. 


The following table takes into account the Public Service Commission’s Staffing Management 
Accountability Framework. It summarizes the five areas of accountability and identifies the indicators 
present in the Office. The Framework is intended to ensure a values-based staffing system through 
which the core principles of merit and non-partisanship are applied in accordance with the core values 
of fairness, transparency, and access. 


Staffing: Areas of accountability and indicators 


Governance: The process of exercising authority and establishing a well-defined structure and administration in order to 
support the achievement of desired results. 


The Executive Committee approved a written 
delegation of authority for human resources 
management. 


1. Roles and responsibilities in staffing are clearly defined. 


There were about 196 statfing actions in 2008-09. 
Four staffing officers plus an assistant met the 
demands. A benchmarking exercise supported the 
belief that these resources are sufficient. 


2. The Office is resourced to deliver on its staffing priorities. 


3. The Office has implemented practices that ensure The staffing officers, who must participate in a 
continuous learning on the subject of staffing. minimum of 20 hours per year of learning, have taken 
available training on staffing, both internally and 
externally. 


New appointees to the Management Group (directors 
and principals) are required to attend a half to full-day 
transition session. Issues discussed include human 
resources (HR) responsibilities and staffing. 


4. A structure and/or mechanisms are in place to facilitate The Human Resources Committee is tasked with 


decision making by senior management on staffing issues, addressing HR issues, such as the Office's promotion 
and enable the collaboration of all stakeholders, including processes. Two members of this committee are 
bargaining agents. nominated by the union. 


¢ A more senior committee, the Human Resources 
Committee (Limited), is tasked with overseeing larger 
human resource issues, such as HR policies and 
staffing strategies. This committee is composed of four 
assistant auditors general (AAGs). 


The full Executive Committee regularly addresses 
issues of staffing, rotation, and succession planning. 


if. 
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Planning: In a staffing environment, planning is defined as a process that identifies current and future staffing needs for an 
organization to achieve its goals. 


* Staffing needs are assessed annually. Based on these 
needs, and the Office's budget, full-time equivalents 

(FTE) positions are allocated to each AAG. The AAGs 
are then accountable, with the help of HR, to staff their 
groups as necessary. 


1. Senior management gives clear direction and sets 
priorities that enable values-based staffing. 


2. Human Resources planning, integrated with business ¢ In 2008-09, under the direction of the Executive 
planning, enables the organization to identify its current and Committee, Human Resources implemented initiatives 
future human resource needs. resulting from an integrated multi-year recruitment and 
retention strategy prepared in 2006-07. The strategy 
includes an analysis of internal and external business 


issues that will have an impact on the availability and 
assigning of resources. 


3. Staffing is consistent with Human Resources planning and * Each group within the Office has an FTE budget. The 
variances can be explained. Assistant Auditor General for each group is 
responsible for managing this budget. 


Policy: Appointment decisions must first and foremost adhere to the new Public Service Employment Act and other pertinent 
statutes, including the Canadian Charter of Rights and Freedoms, Canadian Human Rights Act, Official Languages Act, and 
Employment Equity Act. 


1. The Office implements and maintains policies that help it * Office practices and procedures conform to all 
address significant issues in its appointment processes. pertinent statutory instruments. 


* For 2008-09, all of our indeterminate appointments 
were completed using a competitive process. 


* During the same period, 72 percent of indeterminate 
appointments were open to the public. 


Communication: Communication ensures the integrity of the appointment process by being transparent, easy to understand, 
timely, and accessible, and by including the relevant stakeholders. 


1. Stakeholders have access to timely staffing information, ¢ All competitions are advertised in both languages. 
including information about staffing strategies and Competitions open to people outside the Office are 
decisions. advertised on our website ("Careers"). Most of them 


were also posted on Workopolis.com 


¢ The multi-year recruitment and retention strategy is 
available on our INTRAnet. 
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Control: In a staffing context, control means the ongoing monitoring of information, the assessment of actual performance 
in relation to planned results, the correction of deviations, and the reporting of results. 


1. Quality and timely human resource information is ¢ A semi-annual HR report is produced detailing the 
available to support staffing strategies and decisions. number of hires, departures, and turnover rate. It also 
highlights reasons for departures and anticipated 
retirement rates. 


¢ Monthly reports are produced identifying open 
positions and positions staffed during the previous 
month. 


¢ Regular meetings are held between staffing officers 
and managers to review progress on open positions. 


2. The delegated organization monitors staffing on a ¢ The Principal, Human Resources monitors all 
continuing basis. exceptions to staffing rules. 


* There have been 3 acting appointments exceeding 
12 months. 


¢ Waivers are obtained from the Auditor General for all 
hirings at the director/principal level that do not meet 
language requirements. 


¢ Standards for documentation of staffing files are 
followed. 


¢ Apart from our accounting trainees, there have been 
only 5 term appointments for periods of over 
12 months, mainly for maternity leave replacement. 
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List of completed performance audits 


The following is a list of the performance audits planned for in our 2008-09 Report on Plans and 


Priorities, including their planned and actual tabling. 


Federal performance audits! 


Management of Fees in Selected Departments and Agencies 


Support for Overseas Deployments—National Defence 


Oversight of Air Transportation Safety—Transport Canada 


First Nations Child and Family Services Program—Indian and Northern 
Affairs Canada 


Surveillance of Infectious Diseases—Public Health Agency of Canada 


Conservation of Federal Official Residences 


Included in 
2008-09 Plan 


Spring 2008 
Spring 2008 


Spring 2008 


Reported in 
2008-09 


May 2008 


May 2008 


Spring 2008 May 2008 
Spring 2008 May 2008 

| iY em ee) Sask 1s 
Spring 2008 May 2008 
Spring 2008 May 2008 


May 2008 


Governance of Small Federal Entities 


Detention and Removal of Individuals—Canada Border Services Agency 
Special Examinations of Crown Corporations— An Overview Spring 2008 May 2008 
February 2009 


Services Canada 


Managing Risks to Canada’s Plant Resources—Canadian Food 
Inspection Agency 


Managing Information Technology Investments—Canada Revenue 
Agency 


Use of New Human Resource Authorities—Canada Revenue Agency 


Managing Identity Information? 


Economy and Efficiency of Services— Correctional Service Canada 


Reporting on Health Indicators—Health Canada 


Managing Air Emissions 


Managing Severe Weather Warnings—Environment Canada 


Managing Environmental Programming—Agriculture and Agri-Food 
Canada Programs 


Annual Report on Sustainable Development Strategies 


Fall 2008 

Contracting for Professional Services—Public Works and Government Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 
Fall 2008 February 2009 


Annual Report on Environmental Petitions 


Interest on Advance Deposits from Corporate Taxpayers—Canada 
Revenue Agency 


Fall 2008 
Fall 2008 


National Security :Intelligence and Information Sharing 


The Governor in Council Appointment Process 


Status Report 2009 


Auditing Small and Medium Enterprises—Canada Revenue Agency 
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Status Report 2009 


February 2009 
May 2009 


Status Report 2009 March 2009 
| ee ae ae 


March 2009 


March 2009 
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Reported in 
2008-09 


Included in 
Federal performance audits! 2008-09 Plan 


Treaty Land Entitlement Obligations—Indian and Northern Affairs 
Canada 


Safety of Drinking Water 


Status Report 2009 


March 2009 


Status Report 2009 


March 2009 


Included in Reported in 


Territorial performance audits! 


2008-09 Plan 


2008-09 


Public Schools and Advanced Education—Yukon Department of 
Education 


January 2009 


January 2009 


Financial Management Practices—Nunavut Department of Health and 
Social Services 


March 2009 


April 2009 


"Names are based on titles of publication. 


“This audit report was a joint audit with the Office of the Privacy Commissioner of Canada and therefore was tabled in 


Parliament separately from other chapters. 


Following are performance audits tabled in 2008—09 but not listed in the 2008-09 Report on Plans 


and Priorities. 


Performance audits! 


Date reported 


A Study of Federal Transfers to Provinces and Territories 


February 2009 


Passport Services—Passport Canada 


Air Quality Health Index— Health Canada and Environment Canada 
(Status Report) 


March 2009 


March 2009 


Territorial performance audits! 


Date reported 


Nunavut Housing Corporation 


"Names are based on titles of publication. 


List of completed special examinations 


Special examination Statutory deadline 


May 2008 


Transmission date 


Canada Council for the Arts 


Parc Downsview Park Inc. 


29 June 10 26 June 08 
Federal Bridge Corporation Limited 25 July 08 25 July 08 
30 September 08 31 July 08 


Pacific Pilotage Authority 


21 November 08 


21 November 08 


Defence Construction (1951) Limited 


VIA Rail Canada Inc. 


Canada Mortgage and Housing Corporation 


Canada Development Investment Corporation 


30 May 08 4 December 08 
28 May 08 19 December 08 
31 May 09 21 January 09 


23 February 09 


12 February 09 
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Performance Report 


For the period ending 
March 31, 2009 


Canada 


The Estimates Documents 

Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 

the House of Commons by the President of the Treasury Board, consist of: 


Part I—- The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2009. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/58-2009 
ISBN 978-0-660-64343-4 


Departmental Performance Reports 2008—09 


Foreword 


The Departmental Performance Report (DPR) is a key component in the cycle of planning, 
monitoring, evaluating, and reporting results to Parliament and Canadians. DPRs are at the heart 
of accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles. These principles form the conceptual foundation upon which 
DPRs are prepared, and are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities, and 
expected results. The DPR focuses on results by reporting not only the activities and outputs 
achieved, but also the progress made toward achieving strategic outcomes—the enduring 
benefits for Canadians and Canadian society. It sets performance in context, associates 
performance with plans and expected results (explaining any relevant changes), presents the key 
risks and challenges faced in the pursuit of results, and discusses how these risks and challenges 
affected organizational performance. An effective DPR has strong linkages between resources 
and results to show what was achieved through the sound stewardship of public funds. It also 
reports on results realized in partnership with other governmental and non-governmental 
organizations. Finally, the DPR is credible and balanced because it uses objective, evidence- 
based information to substantiate the performance reported and discusses lessons learned. 


This DPR, along with those of many other organizations, is available on the Treasury Board of 
Canada Secretariat website at http://www.tbs-sct.gc.ca/est-pre/estime.asp. Readers seeking a 
high-level, whole-of-government overview of the federal government’s contribution to Canada’s 
performance as a nation should refer to Canada’s Performance 2008-09, which 1s structured 
around four broad spending areas (Economic Affairs, Social Affairs, International Affairs, and 
Government Affairs). Canada’s Performance 2008-09 1s available on the Planning and 
Performance Gateway on the Secretariat’s website (http://www.tbs-sct.gc.ca/ppg-cpr/home- 
accueil-eng.aspx). The Overview of Departmental Performance Reports 2008-09, which 1s also 
found on the Planning and Performance Gateway, serves as a guide to the 92 DPRs. The DPR 
Overview includes both a whole-of-government view of actual spending, which is structured 
around the same four broad spending areas seen in Canada’s Performance, and selected 
highlights from departmental and agency performance reports. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that DPRs and other Estimates documents 
continue to be refined over time. Comments or questions can be directed to the Parliamentary 
Reporting and Accountability Division of the Treasury Board of Canada Secretariat by email at 


prad-drrp@tbs-sct.gc.ca. 
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Section I — Overview 


Chief Electoral Officer’s Message 


In 2008—09, Elections Canada faced challenges but also showed its strengths as an 
organization. The year saw our country’s third general election in little more than four 
years and the first since I was appointed Chief Electoral Officer of Canada in February 
2007. Like the previous two elections, it resulted in a minority government — an outcome 
that continues the pressure to which the agency has been subject in recent years. 


Under its mandate, the agency must be prepared at all times to conduct an electoral event. 
In the past fiscal year, it clearly demonstrated that it is fulfilling that part of its mandate. 
During the year, Elections Canada was ready when called upon to conduct four 
by-elections, which were eventually superseded when Parliament was dissolved on 
September 7, 2008. The agency was equally ready to conduct the 40th general election, 
launched on that date. 


Our post-event evaluations indicated that the agency was largely successful in its delivery 
of the 40th general election. This was the first general election in which electors had to 
prove identity and address before voting. Elections Canada implemented several 
measures to ensure that electors were informed of the new requirements and would not 
experience delays at the polling stations. While the conduct of the election was a success 
overall, there were some areas of concern. These are matters to which the agency will 
give attention in the 2009-10 fiscal year, particularly as I prepare my report to Parliament 
with recommendations for legislative changes. 


In the past fiscal year, the agency also began implementing its Strategic Plan 2008-2013. 
This plan guides Elections Canada’s change agenda, with the aim of improving the way 
we carry out our business. However, because of the timing of the 40th general election, 
some of the initiatives planned for 2008—09 were delayed or could not be completed. 


I wish to thank the public and private sector organizations and the individuals who helped 
Elections Canada fulfill its mandate in 2008—09 — particularly the 308 returning officers, 
the thousands of workers in the general election and Elections Canada’s dedicated staff. 
With their steady contribution, I am confident that we will continue meeting the high 
expectations of Canadians. 


BOO iy atl tds ot poluniven 


Marc Mayrand 
Chief Electoral Officer of Canada 
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Summary Information 


Raison d’étre 


The Office of the Chief Electoral Officer, commonly known as Elections Canada, is an 
independent, non-partisan agency that reports directly to Parliament. Its mandate is to: 


be prepared at all times to conduct a federal general election, by-election or 
referendum 


administer the political financing provisions of the Canada Elections Act 
monitor compliance with and enforce electoral legislation 
conduct voter education and information programs 


provide support to the independent commissions in charge of adjusting the boundaries 
of federal electoral districts following each decennial census 


carry out studies on alternative voting methods and, with the approval of Parliament, 
test on-line voting processes for future use during electoral events 


In fulfilling its mandate, Elections Canada appoints, trains and supports 308 returning 
officers and retains the services of 30 field liaison officers across Canada. It maintains the 
National Register of Electors, as well as electoral geography information that provides 
the basis for preparing maps and other geographic products used during electoral events. 


The agency also: 


registers political entities, including political parties, electoral district associations, 
candidates, leadership contestants, third parties that engage in election advertising and 
referendum committees 


administers the allowances, reimbursements and subsidies paid to eligible candidates, 
registered political parties and auditors 


monitors compliance with the Canada Elections Act, including compliance with 
political financing rules, during and between elections 


discloses information on registered parties and electoral district associations, 
registered parties’ nomination and leadership contestants, candidates, third parties and 
referendum committees, including their financial returns 


recommends to Parliament amendments for the better administration of the Canada 
Elections Act. It does this through the statutory reports of the Chief Electoral Officer 
after electoral events, as well as through the provision of expert advice when 
Parliament studies electoral reform. 


In addition, the Chief Electoral Officer appoints the Commissioner of Canada Elections 
whose mandate is to ensure that the provisions of the Canada Elections Act and the 
Referendum Act are complied with and enforced. 


Office of the Chief Electoral Officer 


Strategic Outcome and Program Activity Architecture 


Elections Canada has a single strategic outcome, supported by the following Program 
Activity Architecture (PAA): 


An electoral process that contributes to fairness, 


Strategic 


Oniecae transparency and accessibility for all participants, 


in compliance with the legislative framework 


Program 
Activity 


Elections 


Electoral event 
delivery, 
political Electoral event 

financing, and readiness and 

compliance improvements 
and 
enforcement 


Public 
education and 
information, 
and support 
for 
stakeholders 


Electoral 
boundaries 
redistribution 


Sub- 


activities 


Finance and 
administration 


Human resources 


Planning services 


Legal services 


Communications 


Information 
technology (IT) 
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Summary of Performance 


2008—09 Financial Resources ($ thousands) 


Planned Spending Total Authorities Actual Spending 
110,501 358,523 355,164 


2008-09 Human Resources — Full-Time Equivalents (FTEs) 


Planned Actual Difference! 
388 487 99 


Performance Summary 


The following chart summarizes Elections Canada’s four key programs (mandated 
priorities), which complement our single strategic outcome. 


Strategic Outcome: An electoral process that contributes to fairness, transparency and accessibility for all 
participants, in compliance with the legislative framework 


Program Activity 2007-08 2008-09 2008-09 2008-09 2008-09 
Actual Main Planned Total Actual 
Spending Estimates Spending Authorities Spending 
($ thousands) 


Key Program 1: 


Electoral event delivery, 
political financing, and 
compliance and 
enforcement 


Key Program 2: 


Electoral event readiness 
and improvements 


Key Program 3: 


Public education and 
information, and support 
for stakeholders 


Key Program 4: 
Electoral boundaries 
redistribution 


' Planned FTEs did not include the additional resources required to deliver the 40th General Election. 
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Contribution of Priorities to the Strategic Outcome 


The chart below summarizes progress on the agency’s 2008-09 priorities. Each priority 
supports Elections Canada’s strategic outcome. 


Operational Priorities Type Assessment of Progress Toward Priorities 

1. Maintain a state of Ongoing The agency established readiness dates and objectives 
readiness to deliver throughout the period. Preparations and projects were 
electoral events completed in accordance with the timelines established. 


Along with readiness plans, Elections Canada developed 
contingency plans for the possibility that a general election 
would be called before readiness projects had been 


completed. 
2 


. Redevelop the Special Previously The agency proceeded with the application-construction 
Voting Rules (SVR) committed to phase of the SVR system redevelopment. A testing phase 
system will follow and the project will reach completion during 

2009-10. 
3. Develop a framework Previously The scope of the framework was expanded to cover all 
for evaluating all event committed to communications activities carried out during electoral 
advertising campaigns events. A first draft of the framework was received in late 
March 2009. 
4. Train and educate New In preparation for the 40th general election, the agency held 
political entities on the training sessions on political financing for official agents of 
rules of political financing candidates and financial agents of electoral district 


associations. We also provided training for these clients at 
the request of the parties. We developed various new 
training materials. 


5. Review the mandate and | New At the committee’s June 2008 meeting, members had a first 
composition of the opportunity to discuss its current mandate and structure, 
Advisory Committee of and to share long-term expectations. 


Political Parties (ACPP) 


Management Priority Type Assessment of Progress Toward Priorities 
1. Update our Information | Previously The agency developed infrastructure for the multi-year 
Technology (IT) and field | committed to renewal of its IT environment. Progress was slower than 
systems planned as a result of activities associated with the 

40th general election. 
2. Modernize our human Previously Elections Canada’s human resources strategy for 2009-13 
resources committed to entered the final drafting stage. 


During the last fiscal year, Elections Canada also started work on its five-year strategic 
plan, which is driven by the three objectives of Trust, Accessibility and Engagement. 
Some of the initiatives listed in the tables above also contributed to these strategic 
objectives. 
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Trust 
e Elections Canada focused on providing training to political entities and improving its 
audit and system functions. 


Accessibility 

e The agency established a management framework for this strategic objective and 
initiated on-line registration and voting projects. It also developed a short-term 
accessibility agenda. 


Engagement 
e The agency commissioned a study of youth electoral engagement in Canada. 


e It initiated a review of the structure and mandate of the ACPP. 


Each of these initiatives is discussed further under the relevant key program. 


Operating Environment and Risk Analysis 


Elections Canada’s 2008-09 Report on Plans and Priorities identified three main risks or 
challenges confronting the agency: 


e ashort and uncertain business cycle in a context of minority governments 
e organizational strain caused by maintaining a constant state of heightened readiness 


e an aging IT infrastructure 


Following is a brief overview of how these risks materialized in 2008—09, how the 
agency managed them and what the implications are for the agency’s performance. 


Short and uncertain business cycle — The length of Elections Canada’s business cycle 
continues to vary in the ongoing situation of minority governments. Although the Canada 
Elections Act provides for intervals of up to four years between general elections, the 
40th general election took place less than three years after the 39th general election. The 
timing of the election slowed or delayed a number of initiatives: renewal of the agency’s 
‘IT infrastructure (see below), improvements to the National Register of Electors, 
redevelopment of the SVR system and consideration of the feedback we received through 
consultations we held in spring and summer 2008 on the new voter identification 
requirements. The uncertainty about election dates also continues to make long-term 
planning a challenge for Elections Canada. 


Organizational strain — Maintaining a constant state of heightened readiness imposes a 
strain on the organization. The current succession of minority governments is 
unprecedented; it brings with it an increased volume of work resulting from closely 
spaced general elections, recent far-reaching electoral reforms and further proposed 
reforms. Elections Canada is simply not designed to handle such a high level of 
continuous demands for such a long time. In 2007-08, the Treasury Board of Canada 
approved the agency’s submission for an increase in annual funding to augment our base 
of indeterminate employees by 74 full-time equivalents. Staffing began in 2007-08 and 
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continued in 2008-09. To continue dealing with this pressure in 2009-10, the agency is 
planning an internal allocation exercise to optimize program resources (A-base review) as 
well as the launch of a human resources strategy. While these initiatives can provide 
some relief to the organization, additional long-term funding may be needed to ensure 
that the agency continues to fulfill its mandate. 


Aging IT infrastructure — Elections Canada’s IT infrastructure has reached the limits of its 
capability and cannot be augmented to meet new requirements. The constraining factors 
include a decentralized model for IT services, a lack of architecture and standards, the 
slow speed of networks and a low level of IT services at maturity. The agency has 
mitigated the constraints by adopting additional processes, procedures and workarounds, 
or in some cases by postponing new services. A multi-year project began in 2005—06 to 
renew our IT infrastructure; it will replace our current infrastructure with one better 
suited to our needs. 


Expenditure Profile 


The Office of the Chief Electoral Officer is funded by an annual appropriation, which 
covers the salaries of permanent full-time staff, and by the statutory authorities contained 
in the Canada Elections Act, the Referendum Act and the Electoral Boundaries 
Readjustment Act. The statutory authorities provide for all other expenditures, including 
the costs of electoral events, reimbursements of election expenses to eligible candidates 
and parties, quarterly allowances for eligible political parties, redistribution of electoral 
boundaries and expenses incurred by the Commissioner of Canada Elections or on behalf 
of the Commissioner to enforce the legislation. There are two further statutory items: the 
salary of the Chief Electoral Officer and contributions to employee benefit plans. 


Spending Trend 
| . 


Historical Spending 


$ Millions y - : : ee | 


400 7 
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(39th GE) Fiscal Year 


08-09 
(40th GE) 
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Total spending in fiscal years 2005-06 and 2008-09 was higher because general elections 
occurred during those fiscal years. 


The $41 million increase in total spending between FY 2005-06 and FY 2008-09 
occurred largely because: 


e The 40th GE costs recorded in FY 2008-09 were $15 million higher than those 
recorded in FY 2005-06 for the 39th GE’. 


e IT investments were $17 million higher in FY 2008-09. 
e Salary costs were $6 million higher in FY 2008-09. 


Voted and Statutory Items 
($ thousands) 


Vote # or Truncated 2006-07 2007-08 2008-09 2008-09 

Statutory Vote or Actual Actual Main Total 

Item (S) Statutory Spending Spending Estimates Authorities 
Wording 


Program 

18,569 20,627 22,062 27,097 23,738 
Expenses of 69 088 oti: Pst AE : 
elections 208 167 84,318 5,345 325,345 


Salary of the 
Chief Electoral 
Officer 


Contributions 
to employee 
benefit plans 


* The 40" GE cost $2 million more than the 39" GE (see key program | performance analysis). The $15 
million difference is a fiscal year difference only as event costs are attributed to more than than one fiscal 
year. 
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Section II — Analysis of Program Activities by Strategic Outcome 


Introduction 


Elections Canada operates under a Program Activity Architecture (PAA) that contains 
one strategic outcome: 


An electoral process that contributes to fairness, transparency and accessibility 
for all participants, in compliance with the legislative framework 


The PAA contains one program activity: Elections. Within this activity, Elections Canada 
is committed to providing four key programs, which are beneficial to Canadians: 


Key Program 1: Electoral event delivery, political financing, and 
compliance and enforcement 


Key Program 2: Electoral event readiness and improvements 


Key Program 3: Public education and information, and support for 
stakeholders 


Key Program 4: Electoral boundaries redistribution 


The initiatives planned to improve our internal services and operations were described in 
the 2008—09 Report on Plans and Priorities under “Corporate Services and Program 
Enablers.” 


The current PAA structure does not allow the agency to report its performance at the 
program activity level, in accordance with Treasury Board requirements. We are 
therefore reporting our performance over the past fiscal years at the level of sub- 
activities, known at Elections Canada as key programs. 


To comply with Treasury Board reporting policy, in 2009-10 Elections Canada is 
undertaking a review of its PAA. 
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Key Program 1: Electoral Event Delivery, Political Financing, and 
Compliance and Enforcement 


Key Program Description 


This key program includes the delivery of federal elections, by-elections and referendums 
as they are required. It also includes the administration of the provisions of the Canada 
Elections Act related to political financing. This involves maintaining a registry of 
political entities and third parties, reviewing financial returns to verify compliance with 
the statutory provisions, determining the reimbursement or subsidy amount to be paid to a 
political entity and/or its auditor, publishing financial returns and assisting political 
entities with compliance through filing extensions and return amendments. Finally, this 
key program requires Elections Canada to deal with complaints and referrals concerning 
contraventions of the Canada Elections Act and address alleged violations. 


Performance Indicator Results Achieved 
_¢ Level of trust of | Preliminary survey data from the Canadian Election Study (CES) for the 40th 
| electors regarding the general election showed the following: 
administration ofthe — ¢ About 70 percent of electors expressed confidence in the way Elections 
electoral process, the Canada administers federal elections. 


| Expected Results: Delivery of high-quality elections, by-elections and referendums 


2008—09 Financial Resources / 2008-09 Human Resources | 
($ thousands) | (FTEs) | 
Pm Re ————— Pes a c | 
Planned | Total Actual | | : 
Spending | Authorities | Spending | saa oe | Dione 
36,245 | 270,833 | 270,314 47 | 88 | 4] 


be = ee (e More than 80 percent of electors believed that the 40th general election 
voting process and 


was run fairly. 
election results 


—s ee fearoas ——_}— ae paoeee — — 


_¢ Electors’ perception of | Based on evaluations we conducted of the 40th general election, voting went 


the accessibility of | smoothly for the vast majority of electors: 


registration and the |e About 97 percent found it easy to vote. 


MMe 'e Around 97 percent found that the polling station they used was located at 


a convenient distance from their place of residence. 
_© Fully 99 percent were satisfied with the language in which they were 
served at the polling station. 
| ¢ Some 96 percent were satisfied with the amount of time spent waiting to 
| cast a ballot. 


_¢ Fully 98 percent were satisfied with the instructions they received for 
casting a ballot. 


* Since 1997, Elections Canada has partnered with the CES, a unique academic survey that has collected longitudinal data on 
Canadian federal elections since 1965. The replication of questions across studies, and the continual incorporation of new questions, 
makes the CES the most comprehensive account of the circumstances and the outcomes of national elections in Canada. The results of 
the 2008 Canadian Election Study will be made available to Elections Canada and the public in October 2009. 
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a eee —— zy 


ality elections, by-elections and referendums | 


Results Achieved 


| Our evaluations also indicate that administrative barriers do not appear to be a 
| prominent factor in discouraging voter participation. Nevertheless, the 
| | proportion of electors mentioning these barriers as factors was higher among 
| Aboriginal and youth electors than in the general population. 
i 


| registration process. However, according to our survey data, almost nine in ten 
| electors received a voter information card (VIC), confirming that they were 
| registered for the election. Even among youth and Aboriginal Canadians, a 
| majority received a VIC (69 percent and 75 percent, respectively). Virtually all 
| those who reported receiving a VIC said that the name and address were 

| | accurate (97 percent for name, 98 percent for address). There were no 

| _ significant variations in the degree of accuracy of VIC by region, gender, age, 

| | education or household income. 


_ We did not specifically ask electors to evaluate the accessibility of the 


Some 6 percent of electors registered at the time of voting. This is consistent 


_ with the percentages in the last two general elections. 
- _ a = - en SEEN enn aa = ee nn — 
e Satisfaction of | As noted, our 40th general election evaluation found a strong level of 
stakeholders (electors, | satisfaction among electors. There were, however, reports of uneven service 
political entities, and inconsistent application of the voter identification rules by election 


| election workers) with | workers. The fact that these problems occurred despite our best efforts 
electoral products and | highlights our growing concern about the agency’s ability to ensure uniform 

| services | service across the country while working within the constraints set by the Act 
| | on operating polling sites. 


| 

| According to our post-event evaluations, candidates generally felt quite 
positive about the agency’s service during the election and the performance of 
their returning officer. Most candidates also reported positive experiences with 

| the various administrative processes and activities associated with the election: 


e About 79 percent found that the overall quality of service received from 
Elections Canada was satisfactory. 


e Some 79 percent were satisfied with the way the returning officer ran the 
election in their electoral district. 


with the quality of the voters lists provided to them by their returning officer, | 
and a further 10 percent of surveyed candidates were unsure or provided no 
response. We will need to engage in a dialogue with candidates to better 


However, about one candidate in nine (11 percent) expressed dissatisfaction 
| understand their concerns about this. 


| Finally, our evaluations indicate that a vast majority of election workers 
believed they were well trained and prepared to implement the new voter 


—_ a _ — ati el 
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Expected Result: Fair, efficient and transparent administration of the political financing prov 


_ Act 


Performance Indicator 


@ Level of trust of 
Canadians and | 
political entities in the | 
administration of the 
political financing 
regime 


e Financial agents and | 
official agents of 
political entities 
satisfied with the 
political financing 
support, services and 
products received from | 
Elections Canada 


= = =< = 


isions of the 


Results Achieved 


| During 2008-09, the agency did not assess the level of trust of Canadians or 
| political entities in relation to the administration of the political financing 


regime. 


Cross-country training sessions were held for official agents of candidates and 


_ financial agents of electoral district associations. During these sessions, 
| participants evaluated the sessions and the agency’s client services. The 


participants responded as follows: 


| ¢ About 87 percent of electoral district association agents and 83 percent of 


candidates’ agents rated the agency’s support as very good or excellent. 


¢ A full 99 percent of session participants indicated that the training sessions 
met their objectives. 


We also conducted focus groups with official agents and financial agents in 
the summer of 2008. The results indicate that official agents and financial 
agents generally rated their interactions with the Elections Canada toll-free 


_ Support desk as constructive. They described our representatives as courteous, 


| genuinely helpful, resourceful and available. 


Se ee 


Expected Results: 


_— Effective compliance and enforcement programs 


_— Electoral events carried out in accordance with legal requirements 


Performance Indicator 


| 
| 


e Turnaround time for 
resolving complaints | 
and referrals 


Results Achieved 


Most of the complaints received in 2008-09 were concluded or resolved 
during the fiscal year. 


——— <= — a ge a ee = — ee — = 


| Ratio of complaints | For the 40th general election, 95 percent of the 512 complaints receive 


resolved to complaints 
received during the | 
reporting period 


d were 
closed. In 2008-09, 82 percent of complaints were closed out of a total of 
1,019 (including 250 complaints received before April 1, 2008, and 769 


| received after that date). 


_¢ Investigative capacity | 


In 2008-09, the Office of the Commissioner of Canada Elections strengthened 


| its investigative capacity by rebuilding and expanding the resources of its 
| investigative team. Most of the work is now conducted at Elections Canada in 


| sufficient to handle complex investigations as well as less complex matters. 


Ottawa. Timeliness and quality have improved. There were 250 open files at 
the beginning of 2008-09 and 185 at the end of the fiscal year. Capacity was 
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Benefits for Canadians 


This key program provides Canadians with an electoral process that is democratic, fair 
and in compliance with the Canada Elections Act. In 2008—09, the program achieved its 
outcome by delivering a general election that met the high standards expected by 
Canadians and that was conducted in accordance with the Act, including the new 
provisions for voter identification requirements. 


Recent years have seen the introduction of a new regulatory framework for election 
expenses and the reporting of political finances. This framework helps ensure a fair 
electoral process and strengthens public confidence in its integrity. Elections Canada 
continuously seeks to improve the quality of its compliance audit processes for 
candidates’ electoral campaign returns. When a return shows that a reimbursement of 
election expenses is due, Elections Canada expects to meet its service standard by 
promptly issuing payment to the qualifying candidate. 


Performance Analysis 


In the summer of 2008, Elections Canada undertook to administer four by-elections, 
called for two separate dates that September. All were superseded on September 7 with 
the launch of the 40th general election. The agency successfully managed the overlapping 
by-election calendars as well as the adjustments required by withdrawing the writs for the 
by-elections. This was the first time that Elections Canada had handled such a 
combination of events. 


The 40th general election was a complex undertaking involving a large number of diverse 
activities, with a total cost estimated at $280.5 million (compared to $278.4 million for 
the 39th general election in January 2006)". The entire event unfolded smoothly, even 
though for this election, legislative changes had come into effect that had an impact on 
every single voter. Nevertheless, challenges were encountered in three areas: 


e Voter identification procedures — This was the first general election held after 
Bill C-31 came into force in June 2007, requiring electors to prove their identity and 
address before they could vote. For the election, the agency’s communications and 
outreach efforts focused on these new identification requirements. Most electors came 
to the polls prepared to meet the new requirements, and a large majority had a 
positive attitude toward them — 94 percent for the identity requirement and 88 percent 
for the proof-of-address requirement. However, the requirements apparently were 
more challenging for certain groups of electors. 


e Political financing rules — Elections Canada held focus-group sessions with 
representatives of various registered parties, including the five parties eligible to 
receive a quarterly allowance. The participants in the sessions indicated that they 
found it very challenging to become familiar with the Act and the requirements of 
their position. Agents struggle with the complex rules and requirements set out in 
the Act. 


* The total cost of an election is reported across fiscal years and across Elections Canada’s key programs. 
Therefore, key program | expenditures are less than the total cost of the 40" General Election. 
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e Administrative processes ~The Act imposes restrictions on Elections Canada’s ability 
to organize and administer electoral events in a businesslike manner while 
maintaining the high standards of integrity, security and service expected by 
Canadians. It is our view that this aspect of the Act warrants review and 
simplification. 


An essential factor in delivering an electoral event is providing training to political 
entities. For the 40th general election, the agency offered training to the official agents of 
candidates and the financial agents of registered electoral district associations. The 
materials developed for the training provided clearer direction on political financing 
issues. Evaluations of the training sessions and materials were positive. 


During 2008—09, the agency prepared a manual that explains the process of auditing 
political entities’ financial returns. The manual will be an important reference document 
for auditors, as well as an information tool for the public and other electoral agencies. It 
will be available in 2009-10. We also introduced a new requirement for original 
documentation from third parties for expenses invoiced to candidate’s campaigns by 
registered associations or registered parties. The intent was to provide better validation of 
expenses and further assurance on commercial value, as well as to increase trust in the 
results of the audit process. 


For details of the conduct and evaluation of the 40th general election, go to 
www.elections.ca/content.asp?section=loi&document=index&dir=res/40eval&lang=e# 1. 


Lessons Learned 


It appears to us that the new voter identification requirements were more challenging for 
certain groups of electors, including Aboriginal Canadians, homeless electors, residents 
of long-term care facilities, students, individuals without a permanent civic address and 
those who did not have a driver’s licence. It is the proof-of-address requirement that 
appears to challenge these electors most. Elections Canada will therefore explore the 
possibility of adding the voter information card to the list of authorized documents so that 
it can be used as proof of address, in combination with another authorized piece of 
identification, to meet the new voter identification requirements. This is likely to involve 
some adjustments to the card. 


The experience of the 40th general election raised concerns that the political financing 
rules set out in the Act have become burdensome for political entities and their 
representatives. Elections Canada can implement some limited administrative initiatives 
to ease the regulatory burden on political entities, but the legislation itself contains most 
of the complexity that makes the current regime daunting. We will therefore examine 
whether aspects of the legislation can be improved to reduce the regulatory burden, while 
maintaining the key objectives of transparency and fairness. The Chief Electoral Officer 
will suggest potential improvements in his next report to Parliament on recommended 
changes to the Act. 
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Turnout in the 40th general election was the lowest recorded in any Canadian federal 
election. This continues a long-term trend dating from the 1960s. It is evidently the result 
of societal issues that go far beyond Elections Canada’s administration of electoral 
events. The agency will continue working at reducing administrative barriers to 
participation. We will also conduct and share research to better understand the long-term 
decline in participation rates. 


Many financial agents and official agents of political entities are unable to attend live 
training sessions. To make training more accessible, the agency will develop on-line 
tutorials focusing on key subject areas of interest to clients. 


The Office of the Commissioner of Canada Elections will continue to assess the need for 


investigative work to be conducted on short notice, under contract, in various regions and 
either official language. 
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Key Program 2: Electoral Event Readiness and Improvements 


Key Program Description 


This key program includes keeping electoral processes, systems, databases and materials 
up to date as well as training staff and election officers to be ready for any electoral 
event. Elections Canada regularly updates the National Register of Electors from the 
most current data sources. This key program also includes improving electoral events in 
response to stakeholders’ concerns — for example, by implementing new legislation and 
new registration and voting methods. 


2008—09 Financial Resources ) 2008—09 Human Resources 


($ thousands) (FTEs) 
Planned | Total | Actual | 
Spending | Authorities | Spending Planned | ewan | Difference 
78,007 | 282 345 | 63 


62,799 80,397 


| Expected Results: 
— State of readiness achieved and maintained to deliver electoral events whenever they may be called 
| - Improved delivery of electoral events in response to stakeholders’ concerns and expectations 


Performance Indicator Results Achieved 


| Level of agency | Elections Canada sets readiness dates between electoral events. At each date, it 


preparation at various | assesses its preparations for conducting a general election, as well as the risks. 
readiness dates The assessments conducted during 2008-09 did not reveal any concerns. 


— —S——t a= 


e Extent to which the | Readiness contingency plans were implemented for all key services to ensure 
agency mitigates the that the agency was ready for a general election at all times. After the 40th 
risks of a general _ general election on October 14, 2008, the agency set September 1, 2009, as the 

election being called | date by which it would re-establish full election readiness. The agency 

before a readiness date | developed contingency plans to address risks. 

(e.g. contingency plans 

are in place for all key 


services) 

_¢ Timely and effective | For the 40th general election, Elections Canada modified the voting 
implementation of procedures to reflect the new voter identification requirements set out in bills 
changes to the | C-31 and C-18, adopted in 2007. The agency also made changes to improve 
electoral process _ the accuracy of elector records in the Register: it provided parties or 


candidates with the preliminary lists of electors in electronic format, with a 
| unique identifier for each elector. 


Benefits for Canadians 


This key program provides Canadians with the ability to exercise their democratic rights 
to vote and be candidates in federal electoral events. In 2008-09, the program was carried 
out by preparing four by-elections and the 40th general election. 
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Performance Analysis 
Legislative Changes 


During 2008-09, the agency took a number of steps to continue implementing the 
provisions of Bill C-31, including measures designed to further improve the Register: 


e The Canada Revenue Agency (CRA) added a second question to the Elections 
Canada consent section on income tax forms. Along with the question asking for 
consent to transmit elector information to Elections Canada for the purpose of 
updating the Register, a question had been added for the 2007 tax year to confirm 
Canadian citizenship. The result was an unexpected decline of nearly 8 percent in the 
consent rate. In winter 2008—09, Elections Canada and the CRA worked to raise 
awareness of the consent question among tax preparers and software developers. 
Preliminary results for the 2008 tax year show a rise in the consent rate approaching 
its previous level. The addition of the second question was meant to enable Elections 
Canada to add new electors, especially youth, to the Register without first writing 
to them to confirm their citizenship, as is currently the practice. The agency 
is currently validating the reliability of this new information. Once the results are 
available, we will consult stakeholders before adding electors using this new 
method without additional confirmation of citizenship. 


e The CRA began to provide information on deceased tax filers to Elections Canada. 
This allows the agency to remove more records of deceased persons from the 
Register, thereby resulting in more accurate voters lists. 


Operational Improvements 


Special Voting Rules — During the reporting period, the agency advanced its Special 
Voting Rules (SVR) System Redevelopment project. This will merge dated software 
applications into a single integrated system, ensuring better ongoing support. The new 
system will also provide more reliable data and eliminate redundant information, while 
increasing administrative efficiency and making it possible to handle a higher volume of 
requests from SVR electors. The result will be better service for electors who vote by 
special ballot. The 40th general election delayed implementation of this project to 
2009-10. 


On-line registration — Another project initiated during the fiscal year concerned on-line 
registration. This will make the electoral process more accessible by offering electors 
additional, innovative ways to register. In 2008—09, the initiation and definition-of- 
business-requirements phases were completed. When on-line registration will be 
introduced depends on the progress of Elections Canada’s Information Technology 
Renewal project, resolving legal and privacy issues, and identifying and implementing an 
appropriate authentication strategy. Current plans are to offer this service by the end of 
the 2010-11 fiscal year. 
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On-line voting — The agency initiated an on-line voting project, which, like on-line 
registration, will help support our strategic objective of accessibility. We began to realign 
our organizational structure and initiated staffing actions for critical positions. The next 
steps, planned for 2009-10, are to develop a project management framework, conduct an 
environmental scan and prepare a research report on e-voting initiatives. The aim is to 
test a pilot on-line voting system in a by-election by 2013; we will of course require the 
approval of Parliament, as specified in the Canada Elections Act. 


Other accessibility options — Elections Canada started to explore other accessibility 
options. In 2008-09, a short-term accessibility agenda was developed to investigate ways 
of making voting easier for electors in rural areas, seniors, electors who use wheelchairs 
and those who are visually impaired. The aim is to improve overall elector access to 
registration and voting services. 


Telephony — In past electoral events, we have been challenged by the need to promptly 
provide the telephony infrastructure for our 308 local offices and 120 satellite offices 
across the country. These offices are leased only for the electoral period (approximately 
two months). To ensure that telephony services would be readily available for the 40th 
general election, we leased telephone handsets and lines for potential offices identified by 
returning officers. This solution required a substantial investment of financial and human 
resources. After the 39th general election, Elections Canada commissioned a study to 
assess the potential for realizing efficiencies by applying a risk-management approach. 
This initiative identified opportunities for reducing the number of telephone lines initially 
required in local offices, as well as using wireless technology while additional land lines 
are being installed. This approach is now being followed in preparation for the 41st 
general election. 


Lessons Learned 


With each general election, Elections Canada sees opportunities to refine its readiness- 
planning framework. However, a key fact is that the agency was able to remain in a 
constant state of readiness throughout the reporting period and also to respond 
successfully to the call of the 40th general election. This proves that our readiness- 
planning framework is very effective. 


We plan to pay attention to the financial management component of our readiness- 
planning framework in 2009-10. It is time to review the financial models used to 
determine election costs, particularly as they relate to Elections Canada’s activities in 
Ottawa. We will also work to improve our ability to isolate the costs associated with 
maintaining our organization in a state of constant readiness in the context of minority 
governments. 
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Key Program 3: Public Education and Information, and Support for 
Stakeholders 


Key Program Description 


This key program informs and educates electors in general, as well as specific groups, 
about federal electoral events and the federal electoral framework. It aims to ensure that 
Canadians are informed and aware of major changes to the electoral process and that they 
understand them. The program also helps the agency evaluate its key activities by 
developing qualitative and quantitative research to assess Elections Canada’s 
performance in delivering electoral events. Under this key program, the agency provides 
both parliamentarians and political parties with advice and technical support, including 
expertise and technical advice on initiatives regarding electoral legislation. 


ee ee SS 


2008—09 Human Resources 


($ thousands) (FTEs) 
Lea EE | 
| Planned | Total | Actual | | ; | 
Spending | Authorities | Spending | oe oe | HgTe | 
11,457 7,293 | 6,843 | 59 | 54 | (5) | 
| Expected Results: | 


— Electors become aware of their right to vote, key dates in the electoral calendar, and voting rules and 
procedures. 

— Groups most likely to experience difficulties in exercising their democratic rights are engaged in 
electoral processes and initiatives relevant to them. 


Performance Indicator | Results Achieved 


Over 90 percent of Canadians were aware of the 40th general election. 
Almost all Canadians understood the voter identification requirements, knew 
that they were registered (if in fact they were) and knew how to vote. 


| ¢ Public awareness and 
| understanding of 

| Elections Canada’s 

| public education and Nearly 80 percent of Canadians recalled at least one of Elections Canada’s 
information campaign media products targeting electors. About 50 percent of electors remembered 
receiving a reminder card or householder (direct-mail flyer) from the agency. | 


While opportunities remain for Elections Canada to refine its 

communications and outreach programs further, the multimedia approach 
used in the 40th general election clearly succeeded in informing Canadian 
electors about the new voter identification requirements and the election 
itself. 


| 
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Expected Results: 

— Electors become aware of their right to vote, key dates in the electoral calendar, and voting rules and 
procedures. 

~ Groups most likely to experience difficulties in exercising their democratic rights are engaged in 
electoral processes and initiatives relevant to them. 


Performance Indicator Results Achieved 


¢ Timely dissemination of | Elections Canada’s advertising campaign was approved before the 40th 


information on the general election. Media placement proceeded as planned. At the appropriate 
conduct of an election __ time in the election calendar (e.g. arrival of the voter information card, 

to Canadians, political | advance polls and election day), advertisements appeared with relevant | 
parties and Parliament information. 


Within days of the issue of the writ, the agency sent information kits to 
national and local associations representing target populations such as youth, 
Aboriginal electors, ethnocultural communities and special needs groups. 
| Throughout the election, requests for additional information were completed 
on the day they were received. 
| The Chief Electoral Officer submitted his report on the 40th general election 
to Parliament on February 2, 2009, within the statutory 90-day time frame. 


ie 


_ Expected Result: Improved channels of communication with parliamentarians and political parties 


Performance Indicator Results Achieved 


e Satisfaction level of | Not specifically evaluated during the period of this report. 
parliamentarians and | 
political parties with the | 
quality of advice and 
technical support 
provided by Elections 
Canada 


Benefits for Canadians 


This key program encourages Canadians to exercise their democratic rights, and it 
educates them about the benefits of doing so as well as about the electoral process. The 
impact of this program on Canadians was tangible throughout the 40th general election: 
Canadians became aware of the 40th general election, learned and understood the new 
voter identification requirements, knew whether they were registered and knew how, 
when and where to vote. 


20 Office of the Chief Electoral Officer 


Performance Analysis 


The agency took steps to improve its primary tools for informing and educating electors: 


We launched a two-year initiative to redesign our Web site, with the aim of making it 
more accessible for visitors in general but particularly for persons with special needs. 
In 2008-09, we held consultations with the public, major stakeholders and 
employees; the information gathered will improve the effectiveness of Elections 
Canada’s public information and education campaigns, with a special emphasis on 
youth. We also created a section of the Web site for voters with special needs and 
posted information in various formats, such as video clips in sign language. 


We have developed a draft framework to evaluate communications activities carried 
out during electoral events. This framework will measure the awareness, 
understanding and impact of our key messages, and it will assess the return on 
investment of our media advertising campaigns. The result should be more efficient 
and effective advertising campaigns. 


We have begun work on a corporate-research framework that supports our strategic 
objectives and enables us to better assist key stakeholders. Consultations were undertaken 
with federal agencies as well as provincial and international electoral management bodies 
to learn from their experience. Consultations within Elections Canada will be held in 
2009-10. 


‘Other activities include the following: 


During 2008-09, we consulted a number of groups of electors about the potential 
challenges and solutions associated with satisfying the voter identification 
requirements. The findings of these consultations are available on the Elections 
Canada Web site at 
www.elections.ca/content.asp?section=loi&dir=res/id&document=index&lang=e. 


As part of the 2009 Aboriginal Policy Research Conference, we hosted a workshop 
on Aboriginal electoral participation and ways to encourage Aboriginal electors to 
vote. The research presented at the event is available on the Elections Canada Web 
site at 
www.elections.ca/content.asp?section=med&dir=eve/APRC&document=index&lang=e. 


We also commissioned a study of youth electoral engagement in Canada. This study 
is available on the Elections Canada Web site at 
www.elections.ca/content.asp?section=loi&document=index &dir=res/youeng&lang=e. 
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In the context of the 40th general election, we continued our partnership with the CES?. 
To evaluate our own performance in the general election, the agency conducted surveys 
of key stakeholders, including electors, candidates, election officers, associations 
representing targeted groups and journalists. 


We developed and implemented a corporate framework to assist the Chief Electoral 
Officer in his appearances before parliamentary committees. This strengthened our 
relationship with parliamentarians by improving our ability to provide technical advice 
on legislative initiatives or issues under review by committees. For example, the Chief 
Electoral Officer invited members of the Standing Committee on House Affairs to 
familiarize themselves with Elections Canada’s operations by touring our offices in 
Ottawa, and he discussed with the members how to make his appearances more efficient. 


We also initiated a review of the structure and mandate of the Advisory Committee of 
Political Parties (ACPP). The aim was to enhance information sharing and provide better 
feedback to the agency by engaging the parties in key electoral issues. Channels for 
communication between the agency and the committee will be improved, making it easier 
to resolve issues that might arise. The new structure is expected to be fully in place 
during 2009. 


Lessons Learned 


The evaluations conducted by the agency after the 40th general election concluded that, 
overall, almost all Canadians were aware of the election, understood the voter 
identification requirements, were aware that they were registered (if they were) and knew 
how to vote. While opportunities remain for Elections Canada to refine its 
communications and outreach programs further, the conclusions of the evaluation 
confirm that the multimedia approach used in the 40th general election was clearly 
successful at informing Canadian electors of both the new voter identification 
requirements and the election itself. 


The Web site consultations indicated that Canadians and stakeholders find it difficult to 
locate basic information about an electoral event on the Elections Canada Web site. The 
consultations also highlighted the need to regularly test our Web products for usability. 


The workshop on Aboriginal electoral participation and the study of youth electoral 
engagement increased our understanding of the factors that influence turnout in these 
targeted populations. This information will assist us in developing education and 
information programs. 


The discussions with the ACPP underlined the importance of consultation between the 
agency and the committee on issues requiring timely resolution. These discussions also 
highlighted the value of periodically reviewing the committee’s mandate and approach, 
and the importance of flexibility as the composition of the committee changes and new 
needs emerge. 


> For details of this unique election study, see the footnote on page 10. 
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Key Program 4: Electoral Boundaries Redistribution 


Key Program Description 


This program activity is initiated after each decennial (10-year) census. Federal electoral 
boundaries and representation in the House of Commons are readjusted to reflect changes 
and movements in Canada’s population. Readjustment of federal electoral boundaries is 
carried out by independent commissions in each province, with the support of Elections 
Canada. The next redistribution will start once we receive the 2011 Census population 
figures from Statistics Canada (according to current plans, in March 2012). 


| 2008-09 Financial Rennes | 2008-09 Youn oaurced. 
| ($ thousands) i _ (FTEs) 
po ail nae mage oa 8 rei aca perme = person niin 
| Planned | Total Actual | | | ; | 
| Spending | Authorities Spending Planned cual Difference | 
ee | =" — ee SS eee wie _ = — 7 
| 


Pepfarnianes Indicator Results chieved 
e Support services _ The agency carried out pre-redistribution activities in 2008-09: an 
provided by Elections | environmental scan and a documentation review. These activities will support 


Canada are | the planning process, scheduled to begin in 2009-10. | 

appropriate; they allow | 

redistribution activities 
to be conducted in an 

| effective and timely 

manner 


= ao = Seo Ee tS oe E es 2 Se Fie EAS ed cares eet ot SIS Be eee De 


Benefits for Canadians 


This program ensures that the representation of Canadians in the House of Commons is 
fair and equitable relative to the population density within Canada’s federal electoral 
boundaries. In 2008-09, the program was carried out through preparatory activities that 
will support the official planning for redistribution, scheduled to begin in 2010-11. 
These activities will help facilitate efficient, non-partisan administration of the 
Electoral Boundaries Readjustment Act. 


Performance Analysis 
During 2008-09, the agency undertook activities in preparation for redistribution. We 
began a review of documentation, which we will complete in 2009-10. 


Redistribution will formally begin in 2012, once the agency receives the 2011 Census 
population figures. 
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Corporate Services and Enablers 


Key Program Description 


Elections Canada’s internal services and enabler groups support the agency as it fulfills 
its mandate. 


Performance Highlights 


Information Technology Renewal 


In 2008-09, Elections Canada’s multi-year IT Renewal initiative focused on building 
infrastructure to aid in program governance and to provide guidance and advice to project 
managers. The 40th general election and related activities slowed some aspects of the 
work and required the agency to refocus the initiative on its core elements. IT Renewal 
will no longer be managed as a single initiative; instead, the agency will focus on three of 
the most critical component projects. The remaining projects will be implemented 
gradually. The aim remains to provide Elections Canada with the IT environment it 
requires to fulfill its mandate. 


Human Resources Modernization 


In 2008-09, Elections Canada’s long-term human resources strategy for 2009-13 entered 
the final-draft stage, with the launch scheduled for the first quarter of 2009. The strategy 
is linked to the agency’s long-term strategic direction and objectives. 


In response to the Public Service Modernization Act, the 2005 recommendations of the 
Auditor General and the feedback received from central agencies, Elections Canada also 
made great progress in 2008—09 in integrated planning. For each of the agency’s sectors, 
we developed operational plans integrating elements of activity, human resources and 
financial planning. 


Review of the Agency’s Program Activity Architecture and Development of a 
High-Level Performance-Management Framework for Electoral Events 


In 2007, Elections Canada adopted a new strategic plan using performance indicators. We 
used the 40th general election to establish benchmark data for many of these indicators. 
The agency has streamlined its reporting to Parliament to focus more on results and 
benefits to Canadians. For the 40th general election, we put in place a more formal 
framework for evaluating the conduct of general elections, and an integrated evaluation 
report was presented to Parliament in June 2009. As part of the process of revising our 
Program Activity Architecture, we plan to make progress in developing our suite of 
performance indicators in 2009-10. 


Internal Audit Activities and Audit Committee Implementation 


Elections Canada has completed the implementation of its internal audit function, and the 
audit team performed three internal audits during the fiscal year. An Audit Committee 
was formed and advised the Chief Electoral Officer on governance, risk management and 
controls. 
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Section III —Supplementary Information 


Financial Highlights 


The financial highlights presented in this Departmental Performance Report are intended 
to serve as a general overview of Elections Canada’s financial position and operations. A 
more detailed financial statement can be found on the Elections Canada Web site at 


www.elections.ca/content.asp?section=gen&document=financial&dir=rep/est/dpr2009&1 
ang=e. 


(thousands of dollars) 2009 2008 % Change 


At End of Year (March 31) 


Condensed Statement of Financial Position 


Total Assets 96,033 45,405 112% 
Total Liabilities 72,799 26,558 174% 
Total Equity D234 18,847 23% 


For the Year Ending March 31 


Condensed Statement of Operations 


Total Expenses 359,526 129,038 179% 
Total Revenues > 70 (93%) 
NET COST OF OPERATIONS 359,521 128,968 179% 


The variances between 2009 and 2008 are mainly a result of spending related to the 40th 
general election, which was held in October 2008. 


List of Tables 


All Supplementary Information tables found in the 2008-2009 Departmental 
Performance Report can be found on the Treasury Board of Canada Web site at 
www.tbs-sct.gc.ca/dpr-rmr/2008-2009/index-eng.asp. 

e Details of Transfer Payment Programs (TPPs) 


e Response to Parliamentary Committees and External Audits 


e Internal Audits and Evaluations 
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Other Items of Interest 


2008-2009 Report on Plans and Priorities 


A copy of Elections Canada’s 2008-2009 Report on Plans and Priorities can be found on 
the Treasury Board of Canada Web site at 
www.tbs-sct.gc.ca/rpp/2008-2009/inst/ceo/ceo00-eng.asp. 


Strategic Plan 2008-2013 


A copy of the Strategic Plan 2008-2013 can be downloaded from the Elections Canada 
Web site at www.elections.ca/eca/stratplan/Strategic%20Plan%202008-2013_EN.pdf. 


Elections Canada’s Internal Audit Function 


Information about the activities of Elections Canada’s internal audit function can be 
found on the Elections Canada Web site at 
www.elections.ca/content.asp?section=eca&dir=audit&document=index &lang=e. 


New Legislation 


An analysis of proposed amendments to electoral legislation with a potential impact on 
our business can be found on the Elections Canada Web site at 
www.elections.ca/content.asp?section=gen&document=legislation&dir=rep/est/dpr2009 
&lang=e. 


Judicial Decisions and Proceedings 


An analysis of judicial decisions and proceedings that may affect electoral legislation can 
be found on the Elections Canada Web site at 
www.elections.ca/content.asp?section=gen&document=proceedings&dir=rep/est/dpr200 
9&lang=e. 


Federal Political Contributions and Estimated Tax Credits Claimed 


The table on federal political contributions and estimated tax credits claimed can be 
found on the Elections Canada Web site at 
www.elections.ca/content.asp?section=gen&document=contributions&dir=rep/est/dpr200 
9&lang=e. 
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Contacts for Further Information 


Address 


Telephone 


Fax 


Web site 


Elections Canada 
257 Slater Street 
Ottawa, Ontario 
KIA 0M6 


1-800-463-6868 
toll-free in Canada and the United States 


001-800-5 14-6868 
toll-free in Mexico 


613-993-2975 
from anywhere in the world 


For people who are deaf or have difficulty hearing: 


TTY 1-800-361-8935 
toll-free in Canada and the United States 


613-954-8584 
1-888-524-1444 
toll-free in Canada and the United States 


www.elections.ca 


Media Information 


Telephone 


Fax 


1-877-877-9515 
613-993-2224 
TTY 1-800-361-8935 


613-954-8584 
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